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Canada 
See Liquor for Seaeraa ' s Canadian Liquor Case • • • • • •• ••• • • XVIII 56-58 

Central Statistical Board 
llus giTea IIILl'r baclcaroUDd, preparatory to meeting of 

Cabinet Committee in Secretary Perlcina ' office- 2/18/J6 12 
a) Dr. Rice to be Chairman of Board; FDR wants hia 

to be Econoaic Adviaer to Natiooal &oergency CoUJ>Cil 
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Secretary Perldrul to be CbairMn ot Cebinet Coaaittee 
and LU>in to be Secretary 

Cb.ina 
!l..a R,Uve"' 

cro;"Pri!I!'6Et'!~~UbdftiHatioo converaatiooa, Book LXXVIII, 
See Agricultures Crop Production Loan Bill 

page 190 
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Ooraey, Leo P. 
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ReYanua Bill, 1936 
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lleeting in HMJr ' a ottioe- 2/19/36 •• • • • •••••••••. • ••• • ••• 
a) O~iphant reads draft for message 

(See page 38 and aleo poge 59) 
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Sunday, February 16. 

I ' pnoned George Haas and asked h1m 1f he did not have 
somebody to handle the bond market and ho oa1d he did; that 
ne had a man by t ne name of Uurphy who had been working with 
Coolidge. 

I sent tar Bell and had three-quarter s of an hour walk 
wltn h1m. I wanted to find cut who the regular Civll Service 
people w~re who assisted in the financing , as I really did not 
know. Bell said tnat t hat was r eally h1o Job and that his 
argani~ation was supposed to do tnat; that once the new 
financing was agreed on, t hey turn 1t over to Broughton wllo, 
1n a sense , was a production manager and got out t he forme and 
blanks and notified the Federal Reserve Banke , etc . 

I asked Bell 1f he had anybody to help him and he said 
he really did not have very good people and tnat he had a 
mAn by tne name of Collins, but he did not have sutfio1ent 
experience. I asked h1m if he knew Uurphy and he said yes 
and t hat he would be glad to have h im and use h1m until the 
Un ier-eecr etary came. 

I told Bell tnat for the next 30 days I expected to handle 
the financ ing myself and that I would want him to work very 
cl oeely with me and that at the end of that time , if and when 
I had an Under-secretary , I could turn the financing over to 
111m; that I expected to have Burgeso come down quite frequently 
to help. We discussed t he problem and agreed that on Karch 15, 
1n add1t1on to the new money~e should pick up the bill coming 
due on the 15tn of Usrch andrcaturity in April . Then we should 
do no more Unanoing with tne exception of the bills tnat we 
would sell weekly until the 15th of June and then in August, 
when we have another maturity coming due , we could pick up that 
maturity plus a September maturity that is coming due, roll 
them over i n August, and that then wit h the exception of our 
weekly bills we would be out of tho market unti l after election. 

This sounds like a grand plan to me . After my talk lfith 
Bell, the whole thi ng shapes up in my mind and ! really feel 
quite confident that I c~~ swtng it tor t he next 30 days without 
any titlder secretary, but I am go1ng to etop doing certa1n things 
which I have been doi ng and I must allow pienty of time , eaoh 
dtly , to etud,y the bond market . 

1 
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l'ebruary 17 , 1936 • 

.. eroup met in the oftice or the uecret•try c the Treasury 

to di~cuas finaacing . 

Those present were: 

Henry Morgenthau, Jr . , Jecrot ry of the Treasury , 

7. R. 1urgeoo , Deputy Governor, ?oderal nesorve Bank of New York, 

0 . ~/. Bell, Director, Bureau of the Rudget , 

G.C. HA-s , Bureau or nesesrch & J tatis tics , 

C. B. Upham , hSsistant to the Secreta ry. 

~r. Bell stated that he w~e workin~ on the assumption th~t we 

would raise ~750 million new cash in March and a like amount i n JUne. 

~e first ~750 million will ~ive us s balsnc of $1 . 2 bLllion in JUne 

end the second $750 million will ~ive us a balance or $l . g in July 

~nd will l ast until the end or September. The balance is not expec­

t ed to drop below ~1 billion durinp the period. This is 911 exolu­

aive or the bonus , it was stated. 

Mr . Morgsnthau ssked if there io nny reason why we should not 

give en exchange security for the $450 million or bills due ua rch 

16th . 

~r . Dureess thought it •o~ld be preferable to pay the= orr in 

cash s ince the bills were sold with a n informal unders t cndinr ri•en 

by Ur . Coolid e to the preas th t they ~ould cqrty no conversion 

ri£hts . Re said it would be in effect an exchan~e anyway. 

Mr . B~!~ll saw some advant ages from the s t andpoint or TreELsury 

routine in an exchange . 

Yr. Burges. thoueht t hat it would be satisfactory to say that 

the maturing hills wo•lld be accepted in payment ror the new i ssues 
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b~t with no ~rere~red allotment. 

l.!r . Bell said th'>t Treasury receipta in "arch ,.hould approximate 

$600 million , or which $400 million will be new income taxes . 

If t here is s cash orrerins or ~1.2 billion , Federal Reserve bank 

b~l~ncea will total ~1 . 7 billion . ~ith disbursements or ~00 million 

this wil l leave eaoo million cash in the ?ederal ~eserve 8anks . 

wr . ~ell end ~. Burges s reco~ended that we let the prosen~ 

b lPnce or $500 million run down prior to Ma rch 15th. Mr. Burge s s 

su~~et ted a program of $600 mill ion bonds end 0600 million notes , 

all ror cosh , on a split offering ba=is. He woul d let the holders 

or notes maturing in npril have their choice or whi ch one t o t oke. 

~~t or the ~1.2 bil lion be would ~~y orr the ~450 mi llion or bills 

leaving $750 million new money . 

:·r . Burgess arreed with Mr. Morgenthau tha t he would not t nke 

up the .Tune mnturi ties in March a s Mr . Coolidge has su~gestod . 

ae thouvht t he 3ept ember 15th maturities P. hould be picked up in 

.~rus t i f the ~sust ~turtttes bad no t bePn p i cked up in .Tune . 

''r . J.:or et>nth:lU inclined t oward s.n oro r at iOn in nU4!!Ubt tO t eke 

u;> the .eptember 15tb maturities . 

It was suggested tha t conditions in leptP.mber 1934- 35 were not 

satisf'lctory. 

~r. ~oreenthau asked which w9 s bettor from the ~~rket standpoint , 

~00 milli on bonds and ~600 ~1llion notes or s split or $450 million 

and ~750 cillion. 

t•r. 9urges;; thoueht the 0600 million combinatton the better. 

Mr. Uorgentbnu commented that 10~ or ~1.2 billion waa gre~ter 
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tb~n 10~ or $750 million, referrinG to the leeway over and above 

the orrerin& ~ich may be accepted . 

Mr. SQrgess thought the market in ouch condi~on t ha t we did 

no t need to worry about that 1n any event . 

It was suggestdd tha t a s t art on b i lld to pay the bonus be 

deferred until ~pril 1 . 

Cr . ~ell said that the pr oFram c lled ror expenditures or a 

= ximum or '300 million a month . 

Mr . ~orgenthsu ouggentcd that if there wem en announcement 

tha t the bonus would bA fina nced by bill s , the bond mar ket might 

at reO£then. 

•·r . >urtE>s& s,.id there was no need to worry about tbe bond 

oarknt . 

•r . M~rgenthau referred to the rre~uent storied t ha t ore brought 

to the President about the financial cor~unity going on strike. 

Mr . Bur gess replied tn t they need securities as much as the 

Treuaury needs money . He s~ id tha t i nsu rance co~panies have halr 

~ ~1llton dollars cash . He made t he r ounds or the banks and dealer s 

on .>aturdey and they all say tha t they need securities . There are 

s number or buying proc rams invo~vtnc considsrdble amounts or pur­

chases . 

There was some discussion of note mut uri ty . Mr . lo!orgentbau was 

or the opin ion that 1t would be a sign or weakness to go below 5 

year .. . 

\ 1r . J3oJrgess thour ht a 5 year illBturity \'IOuld be handl ed at li'.{ 

rla t withou t any diCficulty. I f the maturity were September , 1940, 

a better re te would be secured. probably l-3/~. or if the maturity 
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June , 1940 , a 1-1/~ note oo 1ld· be sold at par and a half. Turning 

to a discussion of bonds , Mr . a~r&ess suggested that there wore two 

choices , a longer 2~3/4% or a Shorter ~-7/~. 

Mr . Morgenthnu eave his idea as a 1950-60 bond for ~-7/,9% . He 

mentioned that t he period be t ween 1945-50 t a ~!ready pretty crowded. 

~r. Bur gess said tha~ ~uch a security would probably &ell 

slthoucn he r a ised the roint of 10 yea r s pread a nd r eferred t o that 

cs ~ "?.lell on tri ck". 

Mr . Morgent hau s a id tha t i f he went out as f a r as 1965 the ra te 

would have to fO up und that he t hought he would be criticized if 

he we.Jt beyond ?.- 7 /f>1, . A 1950-60 bond IYOull sell on the 1950 basis 

t nd be a li ttle sweet er . 

Mr . Nor centhau and ~·r . Bur gess Streed tha t Mr . coolidce ' s i dea 

or sellint more of the present 2- 7 / efo i s not Food . 

Mr . Burgass r ererrall t o 1 t as "sour", sa~:ing that boldar s who 

h~ve tak~n l osses on a security f i ght s hy of it . He thoue ht t ha t a 

2-7/~ bond is s li ttle better from the Treasury viewpoi nt. He 

S'~rgooted tha t the :norket mieht t ake a 2-3/41> a little better. He 

said the market deadline on what they wi ll t ake has been extended 

in recent weeks . 

Mr . Mor genthau di ocussed 1d t h Mr . Burgess the possibil ity of 

1nvitinf some banker s d?wn from New York to discuss the s ituati on . 

He eetd tb!l t if be were worried be would not ask a nybody because 

he ts not a good bluffer . 

They asreed tha t be s hould ask Mr . Gordon Rentschler of the 

Nattonal City Bank a nd Colonel Pope of the 71r at Bos to n Corporotion. 
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To ask any others, llr . &.lrgeaa tho•lghC, might lead to BOlle 

critlot oa about people be ng let 1~ on the ground floor. He 

thought that both nentaohler and Pope would Y.~ep lt ~uiet. 

It was left that one or two others mtFht be asked following 

rurther conversations between ~r. Morgenthau and Mr. Burgess . 

Ur . Burges~ sugrested Ben Levy as the man to wham be talked 

l n Jalomon 3roa. and RUt~ler. 

Mr . Morgentbau o~lced Mr. Upham to outline the morning discussion 

t o Chairman Eccles for his benefit and to ~sk him to arra nge for a 

eeeting or the Executive Committee or the Open Market Commit tee for 

1ednesday, il'ebrua.y 26th at 11 ~..M. 

Yr . Burgess thou~ht it desirable to confer with them because 

or t he effect tha t the f1n~nc1ng would have on excess reserves. 

6 
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HM,Jr: 
BiJ.l 
l(ycrs : 

HII,Jr : 

II : 

HII, Jr : 

II: 

Hll,Jr: 

ll: 

HII,Jr: 

II : 

HII,Jr: 

II: 

Hii , Jr : 

!1: 

HM,Jr: 

ll : 

lfr ,Jr: 

II: 

HII,Jr: 

If: 

Blf,Jr: 

If: 

lllonday 
February 17, 1936 

Hello 

Hello, Henry 

How are you? 

Fine, and you? 

Oh, pretty well . Bill, do I understand correctly 
that you have enough cash funds to last you for several 
months now? 

Several weeks? 

Several months 

You mean Land Danks? 

Well, any cash that you' ve got to go to the market tor . 

Well, let me check and call you back. 

Well, I understood that they'd sold the last of what you 
were selling last week. I mean that you're out of the 
market now until the first of July - ? 

Well, we we have a refunding issue !lay first. 

Yes, I'm not counting that . 

But new money? 

New money 

The Land Banks are out and I 
see. 

And call me back? 

Yes 

it 

You don't know what that refunding 
lllay first? 

Yes , a hundred and eighty-five million. 

A hundred and eighty-five million? 

Yes 

I' 11 check and 

bow much it is 
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II: 

Hll, Jr: 

It: 

lili,Jr: 

II: 

Hli,Jr: 

II : 

dii,Jr: 

II : 

!UI,Jr: 

II: 

Hll,Jr: 

II: 

llli,Jr: 

II: 

HII,Jr : 

Ill: 

HK,Jr: 

II: 

HII, Jr: 

-2-

Now we did not intend to get any new money . Just call 
it - I mean, just take care or the refUnd 

Well, as I understand it, I just want 
straight , that you don' t need any 
for any new money from now until July 

I'll check and let you know. 

Will you do that? 

Say, Henry 

Yes 

Do you ever think or Walter Tufts? 

to have my records 
go to the market 
first? 

'~at's his name' suggested 
position? 

now, you mean for what 

Well, the OndPr-secretary, cr Assistant 

Is he good enough for that? 

Well, I don't know. 
opinion is that he's 
Black. 

Really? 

He's good, I my personal 
he ' s just as good as Gene 

But I don ' ·~ .mow enough about it intimately - he really 
is a fine chap and he knows a lot or the invest:nent 
crowd. And he doe his own thinking and he ' s loyal -
I think he 's a good man. 

\\'here did you get him? 

Well Jeff gave us his name . He - he was in some Trust 
Company in New England that folded up - not - with no 
r eflection on him. It was hay-wire when he went there. 

Have you got - have you got his record? 

Yes 

Could you send it over to me? 

Yes, sir 

And mark i t -
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•Confidential• 

Yes, see that I get it, 

I 1ll do it. 

Send me over his record - I'~ be delighted to look 
at it . 

Well, we're we're not delighted to lose him, but 
it's only that he might be worthy or consideration. 

I s he a Democrat? 

I don 't know - I know he 1s a New Dealer . 

Yes, well , will you get out his record and his personnel 
tile and -

Yes, yes 

Send it - make sure it gets to my - to me? 

I ' ll do it . 

And tpen 

I r 11 call you back 1n a rew minutes, and 

Thank you. 
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Monday 
February 1?, 1936 

Hello 

Henry? 

Yes 

Yes 

Hello, Bill 

Bill? 

We need ten or rirteen millions for the llortgage 
Corporation to carry us through July - till July . 

Wel l , when do :you need that? 

\'/ell , we could - what we've 'been doing is selling 
a rew when the market was strong . 

Well, Jeff told me that :you had 
much you were out of tne market. 

Well, we have fifty million. 

Fifty m.1ll1on? 

I don't know how 

And it would last us but we don't like to run down. 
You kno•.v, we've been keeping a minimum of thirty or 
forty thirty million or so, so t hat sometime, say 
in Kay, if it suits , we ' d like to - or whenever the 
market is strong enough we could sell six or eigh~ 
or ten million - and not in public offering, we've 
Just been selling them 

Vlell, what what is the security that :you sell? 

The Federal Farm Mortgage Corporation Bond . 

Is that guaranteed by the Government? 

Th~t•s completely guaranteed 

'Hell , could we bave this understanding, that you won't / 
sell any ~ore without first taking it up with me? ~ 

That's right. We've been checking with Jeff -

Yes 

And we•ve got plenty of money and we could rum until 
lla:y 
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Yes 

And it the market should look good would it be all right 
for us to cal.l you? 

Yes, but the point is, we start it on the second or Karch 
that's why I'm checking up, you see? 

Yes 

And fl'om llarch second on or just before that I ' d like to 
have the decks clear, but just as long as we understand 
that you won' t sell any more without first calling me -? 

That ' s right. 

That'll be fine. 
"-J..""' Henry, Walt er is a registered Republican . 

Oh 

But he's he hasn' t he's been independent -
he ' s helped elect a Democratic man - W 
he ' s been highly in favor of t his Administration 

Yes - well , if you ' ll send me over his personnel record -

0. K. 

And - what do you pay him? 

Well he ' s getting eighty-five hundred now, I think. 

I see . 

We 've been going to use him as an Assj:tant to Charlie 
Dunne in Hew York - it would probably pay him ten. 

Yes. 

But I don't want to stand in his way . We looked a long 
time 

Yes 

- to find somebody with those qualifi cations . 

Yes 

Bee' s dcne •~Y well. 
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he's a bond man? 

He's negotiated - done the details for Hill in our 
r efunding operations , checking with Jeff -

Yes 

He ' s thoroughly reliable, he ' s a fine fellow 

Yes 

And I think he' s got the contacts and I think he • s 
good. 

Wal, if you'll let me 

I'll send it to you. 

Will you? 

You bet . 

How do you spell it, T-u-f-t- s ? 

Right 

And - what ' s his first IUlllle? 

Walter 

Walter Tufts ? How old 1s he? 

Oh, between forty and forty - five. 

I see. There ' s something else I want to ask you - now, -
oh yes, I know what I want to ask you, supposing the 
President vetoes that seed loan bill, see? 

Ies 
• 

Bello? 

Yes 

Is there any place vacant to get the money from? -
else - any other place? 
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No 

~ben do you start thAt? 

Well, i t 

Yes 

i t ought to be started some time 1n Uarch. 

Here ' s the trouble , Henry 

Yes 

Tugwell can 1 t handle four hundred thousand loans 
quickly . 

He can ' t what? 

He cannot handle this emr,rgency crop loan fast enough. 

We make four hundred t housand l oans in a few months. 

Yes 

It ' s a big machine operation. 

lYell, Vlho handl ed that for you? 

Emergency Crop Loa.n 

Oh, you have a special or ganization? 

Yes 

Well, is that set up now? 

Yes 

Oh, you mean you' ve got a seed loan organizat ion? 

Yes 

How many people are there in it? 

Oh, a little less than two thousand. 

Yes 

We•ve got to collect the old loans anyway. 
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Yea 

It' s t he cheapest way t hat I know of to help three 
or four hundred thousand people keep off relief . 

Yes 

And that's the only excuse for it. And it isn ' t 
needed very badly except in the drought areas . But 
there are three or four states that were badly hit 
l ast year 

Yes 

And I think it would burt the Administration seriously 
i f it were cut off t his year . 

Yes , well, why don 't we l oan -
dollars worth of gasoline 
America they can' t get any 

What? 

A little different . 

give everybody fifty 
every gas stat i on in 
credit - ? 

No we ' re not we have no credit or ganization to 
take care of every merchant in every town and every 
village in the United St ates. 

Yes 

Why don 't we give everybody in the feed business fifty 
dollars worth of credit? I oean why carry the credit 
business down to the irreducible minimum in Agriculture? 
You don' t do it in the cities , you don't do it in the 
Villages. 
There isn' t any other group where the individual outlay 
has to have credit. 

Well, why 

The rest of t hem wouldn' t 

Why wouldn ' t every gasoline station in America - I don ' t 
.know bow many there ar e - why shouldn' t they have 
f i f ty dollar s worth of credit? 

ot coune t hey bu7 and sell the farmer 
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Well, your old figures show that up 1n nineteen 
thirty-four up t o the rirs t of January that only 
fifty - eight percent had turned t he money back. 

That ' s right. Now, they've pai d back ninety percent, 
pretty nearly, except in the dr ought areas . 
Well , I'm a poor man to argue against it because -

Well , I've been up t here - I ' m not going to - I've 
kept away f r om arguing as to the needs of the thing -

Yes 

I d i dn ' t argue 1t Saturday , whether the thi ng was needed 
or not. 

Yes 

And I' m not going t o get in on that side of it . I 1m 
simply going to stick. to my a rgument that if there's 
fifty million dollars worth of seed loans there '• fifty 
million dolla rs worth of new taxes . 

It ought Well , I think that ' s all right but 
it ought to come out somewhere else . 

Vlell, I 1m going to stick. to tha t either fifty 
million seed loan - fifty million taxes. 

Personally 

Or - thaVWe issue fifty mill i on dollars worth of 
promised currency, how would you like that? 

I'd r ather have the t axes . 

Well, it ' s one or the other, i t ' s either fifty million 
promised currency or fifty million dollars worth or 
taxes. 

Don' t get me wrong . 

No 

I don 't give a damn 

Or, do what Garner said, let's set up a permanent or­
ganization wi th a revolving f'und and we'll have seed 
loans until we die. 

Well, I 
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That ' s what Jack Garner says. 

Yes they ' re politically - they ' re like 

~
Treasury) 

Well , my position on the Hill Saturday I stuck to 
this-it's just a matter of the it ' s not in the Budget -
the President only the first week in January said any 
new legislation means news taxes 

Yes 

And I am going to stick to that . And I didn' t get into 
the argument whether seed loans were necessary or not. 
And I kept out of it . 

I got some repercussions from t he Hill and 
preciated the talk and thought you were -
position you were entirely right. 

Did you talk to Karvin? 

He called me. 

He told you about my positi on? 

Yes 

they ap­
in your 

He said that! stuck to my physical positi on? 

Yes 

And Warvin didn 't resent it? 

No I 

What? 

No 1 not a bit. He said he thought you were right 
from your point of view -

Well, I said 

But he thinks that it will hurt the President like the 
devil if they don ' t .1f he doesn ' t give them the 
seed loan. 

Well, I didn 't - I Marvin said maybe he can get 
it somewhere else . I said , 1llarvin, I am going to just 
stick to my own position, ~ money outside of the Bonus 
the Budget, means taxes• . 
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Bow about Works Progress? 

Bow do you mean? I told Kar~n 

Relief for next year. 

Oh well, that ' s in the Budget . The President said 
not more t han two billion one hundred and thirty-six. 

Yes- I think I b( lieve that if you took fifty 
million out of t hat 

Well , I t old Marvin, I said, •If you can find it I ' m 
not going to fight you •. 

Yes 

' · · · if you can find it somewhere else .• 

Yes \ 
llarvin didn' t go away sore. 

No, not a bit. 

What? 

Not a bit 

No, he wasn' t sore. 

And I don ' t care whether it ' s passed or not , but I 
t hink it would be a oistake not to take it out some­
where else 

I told llarv1n,'If you can find some place under some 
existing appropriation I am not going to f i ght you, 
I didn' t last year .' 

Yes 

' But I am going to fight for toxes to pay for the stuff 
if it doesn 't - if it comes - 1.r it doesn't come 
out of some existing .' And I went away feeling that 
he didn't f eel unfriendly . 

Be d i d not . 

Oood . 

All right , Henry. 

'fb•nlr you. 
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I 1ve got t o kind of keep 1n touch 
with you now until we get an Under-Secretary. I hope 
you won't consider it too much of a hardship. 

Not a bit of it. 

Has Jeff gone? 

He's gone 

Yes 

And I have no Onder-Secretar:y. Now, as I understand it 
froa Jeff, :you ' ve got all the money that you need for 
the market for several months, cash, I mean? 

Well, I think so . 

Well, would you check up? 

I will the last I knew - Augustine was checking with 
Jeff on it 

Hll, Jr : Yes 

F: 

llll,Jr : 

F: 

llll , Jr : 

F: 

HW, J r: 

F: 

tlli ,Jr: 

F: 

Rll,Jr: 

And I thought it had been cleared . 
off and let you know . 

I • ll find out right 

And will you call me back? 

I will, 

Thank you 

You ' d like to know r i ght off? 

Well, I I ' ve just cleared it 
tells me be' s out of the market . 
confidentially, we go in for our 
second of !larch 

Yes 

For the Government 

with Bill Myers and he 
The reason is this , 

big financing on the 

Yes 

And I want all the decks cleared, you see? / 
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Oh, well I don't think that ny impression is that 
there isn't a Chinaman's chance about interfering 
or wanting anything at all . 

Well, Jeff told me he thought you had enough money 
until the first of July, ut if you wouldn' t mind 
checking it 

I 1 11 check with I ' ll chec~ right off. 

And t hen, as I say , until we get somebody 1f you •ve 
got something tbat •s important up there, you call me 
direct and I'll try to be of service. 

All r ight, I I 1ll - I know the burdens you are 
carrying and I wanted to know you' d call if 
it ' s necessary . 

Well, if you've got something that you think you 
want to clear - if you' ll cal l me I 1ll do the best 
I can. 

All right - say, there is one t hing, just while you're 
on t h e l ine - I meant to t alk to Bell about it but I 
didn 't get a chance. 

Yes 

You know - you r emember t he plan that the President 
had - ? 

Yes 

- that we should not reply to any requests from these 
committee chairmen up her e relative to pending l egis-
l ati on without running the stuff through the Bureau 
of the Budget? 

Yes 

Well, we Fletcher has been after us persistently 
on this Mortgage Re-discount Bank Bill up there -
National Association of Real Estate Boards 

Yes 

And we finally drafted and redrafted a letter on it and 
it's been over tha~ for about a month now. 

In the Budget? 
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Yes 

Well now , on that -

I don't know whether you have th&t or not -

No, I don ' t , the Budget you know technically is under 
the President 

Yes 

And I never see that stuff . 

Well, I see. 

I mean, I wouldn't know whether the letter was there 
or not and incidentally I had nothing to do witb tbat 
Order . 

Yes 

And so, I mean I absolutely I wes Just as surprised 
as anybody else when they read that out . 

Well, I 

And , no 
the budget, so 

I never see the stuff -
if you 

I'll go after Dan Bell. 

Would you mind? 

Yes , I will. 

Thank you. 

All right. 

Thank you 

Goodbye . 

that stuff 1n 
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Bello 

Bello, Wr. Secretary, 

Hello, John 

That ' s all right , as I thought. 

Yes 

talking . 

And we apparently ar e all right until well up to June 
or something like that . 

Fine 

And now if anythi ng develops but certainly for 
the next ninety days there ' s not h ing in sight. 

Fine, thank you. 

And if' t here ' s anythl ng up meanwhile - or any 
change from that program ! 111 notify you at the 
earliest possible moment. 

And if there's anything important that you want to 
talk to me - you can always get me on the phone. 

Righto -

Goodbye 

Goodbye 

thanks 
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At t.lle arou,p aeet.1n& t.hie 110rD1JI6, HK,Jr. eaid &e 1nt.onded 
to aaalgn all toroi&n trade polioiee to Wayne C. faylor when 
be beooaee Aeeie~t. Seeret.ar,y. !Ale will ~ol~de oount.ervail-
ing d~t.iu, our torei&n polloy, &old and eilTor. He want• h1a 
t.o lmow ner.rt.!Un& 1n tho freuury t.b.at to~oaee 011 torel&n rela­
tions and 1ntendl t.o ~•• ll1a ae &onoral oont.aot. aan wi~ the 
St.at.e Depart.aont.. 

In thie oonneotion, Mr. Boll eaid he hal q~ito a tow s.n­
tormal oontorenooe with t.ho Stat.e Department on tore1p debte. 
lloRoynoldl recommended t.hat. Mr. Bell oont.1n~o t.o do th11 booa~•• 
it. ia a aat.t.er ot hietory and Mr. Bell knowe all abo~t. it. . fho 
Secretary eaid he plane to wri t.o a lot.t.er, att.o:- Mr. ~lor zoe­
porte tor d~t.y, which will 1ndioate J~t. whiOh aattere will 
oloar throU&A t.ho eeveral froaeury otticiala. He will live 
each of tho etatt aembere an opport~it.y to read · it and paee 
upon it. 

HK,Jr. aleo told t.Ao arou,p t.bat. he and Boll Jaad a Aloe 
walk toget.Jler yeet.erda.r. It wae dooided tu.t. Bell and he 

tor t.lle next. t.ll.1rt.y ~· wo~d hand~o t.be tinanoing and Boll 
wo~ld draw on whoever he want• to help h1a. Burgoee, he eai4, 
wo~d oomo down q~h treq~ont.lJ'. !hen ae eoon ae tho Un4or­
aeoretar,. ie ruwed, Boll wUl et.art to turn Uo t1nanoing ovo.r 
t.o b1a. 

no Seoret.ar,. ea id he Jaad W.Ued to Bill )(yore abo~'- llr. 
'futt.e, who 11 with FO.A. . )(yore ea14 he wo~ld be oorr,. to loeo 
ht., b~t. it t.ho freaeury want• hia he will rolea1o hia. !utt.e 
waa &inn to )(yore by Mr. Ooolldgo. Boll th1nb he 11 a very 
&ood aan. HII,Jr. 1aid he would like to &•'- another Loolihoad 
tor tho boD4 aarket; one who oo~4 ooae t.o h1a, l1ke Loohhoad 
do eo on torolp exohln&o, and tell la1a tho 1Jipo~1. po1nt.e 1n 
a brief and ~deretand1n& .annor. He oaid aaybo !Utt.1 il that 
man. 

7 
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Hll,Jr. aet toda.T wita Mr. PlUllipa and Mr. Fuller ot t.lle 
State Departaent; Ira. Moorhead, Proteaaor 0he•herl1D an4 

Jlr. Herbert. A. Ka.Y, all ot t.lle rorelp Po11o,y .Uaoo1at.1on, and 
tne tollowln& !'reaeur, repreaent.atiYea: Coaalaaioner Aneltnaer, 
Kr, GraYea and Mr. Wollner. T.lle Foreign Policy Aaeooiation 
had expreased a dee1re to preaent the1r obJeotiona to \Ae in­
clusion ot the Bureau ot Narootioa in \Ae Treaaur71 e eoord1na­
t i on ot police aotiYitiee. 

Profes sor Clwlberlin explained t.Aat the onl,y \Ai.JI& llie 
uoup ne concerned about was t.lle tact that 70u oan 1 t atop tJae 
tlow ot narcotic• into t.Aie oount.ry except b7 internatlonal oo­
operaUon, beoauae it la a pool. RK,Jr. replied that the !'reae­
ur;y had etudied all e~~&&eeUone on how to h""le our r elatlonaa1p 
to the torei&D GoYernaente and, in llie epinien, that had been 
taken oare ot. He eaid t.Ae State Departaent also waa eatiatied. 

He told t.he pooup t&&t doaeat1oall,y, tAe Treat Ill')' plana 
to lt.an a oorpa ot 1Dapeotora, all trained ~iata, 1dlo 

will work w1tA tae doctore and druiiiata and not do &117 police 
work, but tor t.Ae police work we will .llaYe aeyeral t.Aouaand ot 
Treasury police to call upon instead ot the preaent Narootioe 
torce ot 250, !ae laat th1na 1n t.lle world lle wanted to do, 
he aa1d, wae to l et down the bare, but t.Ais blll, in hie opinion, 
g1vea t.lle !'reuury t.b.e lepl. eanction to coordinate lta police 
aotiY1tiea, w.ll1ch attar a 7e&r and a llalt ot exper1aent w1t.l1out 
such legielation llae ahown itaelt ae a atep toward better law 
entorc8111ent. 

Kr . 1183 inqUired 1t \Ae praotloe, in co-un1oat1JI& with 
torel&D Governaenta, or w1t.h da.eat1o unutaoturera or ot.ll.r 
11oenaeea, would be to haYe a letterhead whioA would lt.aYe 
1 !'reaaur,y Dep~ent, Secret SerYioe DiYia1oo,• wit.h1 Jarootioe 
D1Y1a1on'under t.Aat. Prot. Cllaaberl1n expreaeed ll1e opinion 
on t.l!.ie by aayln&, 'I t.l11Dk it would help relat1onaA!pa abroad 

not to haYe Secret SerYioe co it.• Tae Seoretar7 aaid ll8 
tAOQSAt we oo\&14 4ec1de on t.lle letterhead. 

llra. Moorhead eeeud to tnink t.Aat tAe 1Dternat1onal 
aapect e.llou14 be tree and eeparate, and A&Ye t.lle polioe end 
in t.he Secret SerYioe DiYieiOD. Mr. llorganthau said lle ne 
absolutel,y det.erained t.Aat the 1'reuur7 police toroe ne pi.JI& 
t o be one toroe att.er llaYtna tried 1t tor a yee:r and a llalt 
and &ettln& better roeulta than eyer before. 

Mr. J&a7 eua6eate4 tMt the Ceaaleeioner ot Jarootloe be 
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aade a Deputy or Aaeiatant tQ the Chiet ot tne Secret Service, 
bl1t l&rl. Koorhead ottered the tollowq obJeot.lon. She said, 
•u yo11 lUke the eo-iaaioner ot Haroot.ioa tour steps 4own, 
he will deal with 1n1'er1or ott1oere ab~. • Kr. lbrgent.bau 
atat.ed , 1 I1' Mr. Anal1Jl&er aoea abroad to Genen. and they know 
he i s the onlY r epreeent.&tive ot the United Statee Treasury 
wit h the UD1ted Stat es rreaaury baok ot hia1 I think he 18 
golng to be reoe1Yed oourt.eoualY and 1n a d:i.&ll11'1ed J~&Aner1 
and wnat. is on hla paeteboard does not. 118&11 anyth1QS. It. 1 
the aan and what. he represents that oount.a. • 

Prot. Che""erl1n then aade tne following statement: 1 I 
nave been auoh 1ntereat.ed in reoent development. ot naroot.io 
leg1alat.ion, both 1nt.ernat.ionallY and here, and the l.llport.anoe 
ot hu1ng lea4erehlp troa tile Central Oovernaent . IU.pt now 
we are taoed with the urlhuana alt.uat.ion. 'fe teal there 
aho11ld be an ott1oer 1n ohar&e ot Narcotics, autt1o1ent.lY 

9 

close to the Seoretar,y,ao he w111 &ave 1n his a1n4 tne develop­
lid ot thie ayet.ell ot leg i alat. ion ae well as the en1'or o81lent. 
aide . l'e would Ulte tQ s ee an ot'tioer 1n ohar&e who would 

be able to carry weight. and be able to abe a aood deal ot 
t1.11e to t he t.aek ot aeet.1n& new aituationa and aeet.lna the 
lawa that oome u,p. • Kr. Gravee reported that. the blll proT1dee 
t..he appointment 11 to be ude by the Secretary . 

fhe Secretary euggeated to the aroup that. they &0 to 
l&r. Ora vee 1 ott1oe and lron out all 41tt1cultiee, and tllen 
it everyt.n.1ng 11 not entirelY aathtaotQ%'1 1 he requested them 
to give h1a a Joint. aemorand1111 wh1oh he could study t.onLgAt. . 

Regraded Unclassified 



COP! 

relma&J7 1'1. 1936 

Plaaae ~1\ ~e followln& b7 cable \ o Profeaaor !Qck& 

•Refer JOV cable rebruaJ7 1&. :ror J OV lnto~W&tlon u4 

•• poulble fac\or 11l 4ehnaln1DC ah&D1 • plu for aalllll& 

I will be &WII¥ fr<D Waahlacton on abort u~Uon from 

Karch 20 to April 6. Nlohollon ahoul4 plan to arrln 

her. ••e u... •• Chen. 

.U.&elt 

Archl• Lochh•e4• 
taahlllcal Aula tan t • 

10 
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Pobrul7 18, 1838 

11oe PorklDe' ottloo 'olopAODe4 \a&~ ~· oo•l4alo4 •••'lD& of "'lo Oa'blllo' Onr\Uoo of ~ OODV.l 1\aUo\loal. !oard lla4 'booa poe,poao4. no ro•ua• wu w "'lo ott••' tlla' ellloe "'lo ExooaUYo Ol'llor oalla tor "1.0 Oa'blDo' oftloon t.o bo z•IIMn of t.Ao 00"'''-•• 11114 u _. or '" of "'lo CablDe' woro waablo w bo pn .. a\, ~· tlret. rooUQ& of "'lo oo-nwo wo~alt bo poe,pone4 uUl noh uzo •• all .-bon eo1ll4 bo F•••'· 
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Febru&r7 18, 1G3e 

When the &reiiP aet. tor the g: .'50 aeetlna t.A1e aorn1na, t..b.e 
t1re t t.A1n& BK,J'r. cUd wae to call Senator Harr1eOA en t.Ae 
•pnone and aalt 1t W~ne fa.Tl.N"'e naae would ooae up t.~. 
Tne Senator ea1d 1t. would and a44ed t.bat. he had not. keard of 
any t.ro~ble . HM,Jr. then aelted 1t 1t. were poee1ble to aet. 
hi• oontlraed ~ eaae d&¥. Senator Harr1eon ea1d, 8We could, 
b~t. unall,r Molfar:1 obJeot.e to do1D& 1t. all 1D one~- · HM,Jr. 
ell.1d he would be &lad to call Senator lloll&r7 and Senator Harr1eon 
wanted to know w:b7 BK,Jr. •e eo anxloue to aet. 1t t.hroU&h t.~, 
wher eupon the Secretary told .b.1a that 1D oaee he wae 111 or 
.bad to be awa:T he needed eoaaeone to sign ae Aot1n& Secretary 
and Senat or Rarr1eon eald the7 wo~ld t.r.r to aet. the contlraatlon 
through t.~ . 

KII,Jr, aelted Haae to gln hla 1ome baoJt&r~d ooncernlD& 
the meeting ot t..b.e Cabinet. Coaalt.t.ee ot t..b.e Central Stat.iet.l oal 
Beard whlcll 11 to be held 1D Secretary Perlt1D1' ottlce at 11&.'50 

toda7 . Haae eaid t..b.a t. Dr. Rice had been o•er to t.allt t.e ala. 
! he detlclency bill proYlded tunde to operate t.ll.e Board. !he 
Prelldent. eent up Dr. Rlce'• name tor contlraatlon aa Ch&ira&D 
ot the Board and, according to Dr. Rloe, 11111 Perlt1De .b.ae t.allted 
to the Pree1dent. and the Pree1dent. .b.ae dee1gnated her ae C.b.a l raan 
ot the Cabinet co .. lt.tee. 

Dr. Rlce eald t..b.at wnen he talked to the Preeident., t.ll.e 
President eald he would 11lte to .b.aye the Ch&1rman ot t.ne Boar4 

function ae Riefler cUd when he wa1 Chalrlll&n and Eoenoalo Ad~ 
Yiaor te t..b.o National i:Jieraenc7 Council. Rlce told the Pree-
1dent. that he dld not feel u wae qual1t1ed to do t..b.ao!i .b.~ 
t.hou.ght ther e were two Jobe end t..b.e Central Statlltl Boar4 
would concern 1t.eelt aa1nl7 wlth the etatlltloal aot1Y1t1el of 
t he Qoyernment, b~t. the Preeldent. 1ald he wa1 &leo 1Dtereeted 
ln th11 ot..b.er t.h1ng, eo elt.her 11111 Perklnl or Dr. Rlce aade 
tlle 1uageet1on that Rlce do h1e Job ae CDalrman et t.he Central 
Stat1et1oal B~ aDd t..b.en &at •oaeone elee to do the other. 
It eppeare t.o be worltlD& out., Baa• ea.14, t.aat. LublD,_ toke c­
m1el1oner ot Labor Stat1et.1oe wl.ll be eecretar.Y ot .ae Cabinet. 
Co•1t.tee and, ae eecretar,y, w111 eene 1D toke capae1t.7 that 
R1etler cUd pre•louel.Y . 1 But. I expect.,• Baal, reported,'t.b.at 
what the Preeldent 11 lntereeted 1D le t..b.ll whole queltlon ot 
une~~plo,Jae.nt. • 

HII,Jr. eald he wa1 too pre11ed tor t.iae to at.tead t.b.e 
meeting to~ and de•t&n&ted Kr. Baal to repr01ent. .b.la. Be 
dictated a letter to lllee Perltlril to t.hll effect.. 
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Kr. Ol1pban\ re~e4 abou\ a ~ rel1et b1ll 1D t&Yor 
ot the Parker 'frwlt. Collp&QJ. He e&14 8ena\or Lenepa aD4 
conare .. MD Ooolarul bot.la Jla4 \&llte4 \o Ala abo\lt..l\, Be 
alto .. u t.h&t. t.Ae Depar\llc\ ot Ju1t.111 hal rule4 1D ta.or 
ot the b1U aD4 1\ A&l 001t1 b&olt t.o u. fa 'l'reu111'7 fHll 
1t 11 pre\\7 Ulport.&Dt. uaat. '-IW Pr .. 141D\ ••t.o u, par\1n­
l&rl.7 l)eo&UII Ooll&l'IIIMD COOllraD 11 PlD& t.o a\t.&olt u .. 
t..lle tloor. RII,Jr. ulte4 1t 1t. woul4 tln 1D t.u ncul&r 
wAJ an4 Ol1pA&Dt. 1&14, 711; \hrouaA t.kl Ju4&e\. 
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Tuesday 
February 18, 1936 

senator Pat 
aarrison: Henry? 

Hli,Jr : 

8: 

Hli, Jr : 

8: 

I!II, Jr : 

H: 

lii{, Jr : 

H: 

Hli, Jr : 

H: 

Hli,Jr : 

Yes 

We reported that nomination out 

Fine 

And I spoke to Jim Couzens 

Yes 

But you'd better call YcNary. Now, we 1 re meeting this 
morning at eleven o'clock. 

Fine 

So you ' ll probably get him over at the Republican Club 
Room. 

Well , that'll be a novel experience. 

Yes 

I'll get him ask him not to object. 

H: Yes 

Bli,Jr: • 0 . K. 

B : All right 

HY, Jr : And shall I let you know what he says? 

8: No, no, that's all right . 

HM, Jr : What? 

B: 

Bli,Jr: 

H: 

lili,Jr : 

a: 

No , that ' s all right. I'll speak to him too. 

Thank you 

All right . 

Is Jim Couzens all right? 

Well, I never can tell about Jim. Jim - he 
debated no objection to him this morning 1n the 
coaaittee. 
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l!ll,Jr : 

n: 

ali ,Jr: 

a: 
HII,Jr : 

H: 

-2-

Yes, I see . 

And I told him that you said because or a d1rth 
or people down there with you that you needed him to 
be sworn 1n right away. 

Yes 

Well , you speak. to McNnry. 

I'll do that right away. 

All right. 
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W~D• o. fa,flor na ~ ooatu-..4 'b7 t.u Scat.•, at. 
:s p.a., ae Al111t.allt. Beoret.arJ of t.ae 'l'rl&l111'7. 
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Bell, Haas and Olipban~ met with ~e Seoretar7 today \o 
d1scun ~he tax bill. Helver1Jle Joined the uo~q> 1hort.l7 
~t.er t.he,- aet.. 

llr. Oliphant. r eported, in connection wi \ll ~e lawyers • 
tees bill, in which Toa oorooran and Brandei1 are int.sree~ed, 
that we baTe agreed on t he bill that. Senator Norril wants t.o 
introduce. Corcoran 11 idea, he laid, is to tacit it. on t.o 
the tax bill eo it will be sure to go t.hro\16.11, but. it. oupt. 
to go to the Judiciary Co•1tt.ee 1Utead of ~o 'fa.ve and Kean1. 
The Secretary asreed. llr. Oliphant. added that Stanle7 Reed 
had warned h1a that. the President has in aind tacking it on 
tG tae' \ax bill• which would be a terrible aietalte. 

15 

Rue e~ated th&~ Bell sa.ve tAe Budget is off tl,Ol7 ,000,000 
tor l.Q~6 and l.Q~7. Collections come in for the filoal ,-ear &D4 

those for the fi1cal year lG36 are about all in. Using inceae 
taxe1 instead of exoiee taxes, he laid, it aeans you on}y baYs 
collections t or halt a year, froa Januar.y t.o June, 1~~7, so in 
order t.o get. tl,Ol7,ooo,ooo ,-ou would have t.o haTe ta,ooo,ooo,ooo. 
IBI,Jr. quioltl1 -.de a deoision on t.ll&t.. He a aid , l'fu.t oan be 
handled by e-.rin& ~e oolleotione are in eight.. 1 Haas replied, 
1 Th&t 1 s ~he anewerl 1 

IDI,Jr. told ~As &J'Oiq> til&~ t.hs Presiden~ wan~• us, s011ell.ow 
or ot.D:er, t.o set vp t.he bonus ~hin& 10 it. et.1olts out all b1 
Uselt . He will ~ea~ it eeparatel.1, in his tax aeee~e. 
Another tn1na the Preeiden~ is 1nell-ben~1 on is that none of 
th11 bonus should appear on. the 1G~6 fiscal boob and aomebocl,y 
h&.s to do aoae 1 altulldua&SJ71 -- Rines or aoaebod,y. But. t.he 
Prea1dent doee not want it to show up unt.11 next ,-ear. ~en 

we can look at ~e Budge~ and ·~ 1Q~6 was leu and 1G~5 wae 
1e11• and of course 1G~7 ie going t.o be aw~ up, but that'• 
beoauae of t.he bonus. 

Bell aaid til& onl1 w~ to. do that. ia to deliver the bondl 
on Jul7 1. IDI,Jr. said tll&t wu wut t.lt.e Pree1dant ea1d, 1But 
how are ,-ou going t.o get awq wit.& 1t.f1 he ulted. Bell replied, 
1 The Treasury will prob&bl1 be bl&Ud tor the Ul ~·' del~. 
le can date our oll.eolta Jul1 1 and aa1l thea out. June aa. • 

RK,Jr. oontinued. He said, 1 '!'11.18 ' il the 111&6SSt.ion t.lle 
President hal aade. He's t.btnlt'n& about it -- let'• be draaatie 
about it and let'• t.alte the eloweet. aet.hod pouible. 'fe w1ll haTe 
special trains, and all the trains will lean on the ,,... ~ troa 
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trom Waeh ington with the bondl all aoind out the eaae 4&1. 1 Mr. 
Bell 1nterrupted 1118 to ear, 1Al Hall want• to etart deli.erln& 
t.he bonds about the 15t.A ot Karch. 1 IDI,Jr. replied, 'You and 
Al and General Hlnee llad better set t.oeether. 'l'bat. 1 1 t.ae -tter 
w1t.h t.h e idea ot not. del1Yer1ng ~ unt.11 about. the 20t.h ot June? • 
Bell ea1d, 1 That won't. work, beoauee we haYe to Aave the bonde 1n 
t.lle Federal Re11rve Banlte and all the namee lneoribed and t taat 
will take t.IU'ee aont.ha, and we have to wr1 te t.he olleolta. • 

HK,Jr. eald, 1 I haYe been t1ght.1ng thie and t.he Preeident 
wants 1t Yery badly, He doee not want ~ ot it. t.o appeer on 
t.hiB year ' • deficit.• Bell eaid the tnlng to do ie to plan on 
JulY 1, ln&t.ead ot June 1.6 , and to quietlY pall t.he word around 
that everything will be aovlng on JulY 1. Att.er all, lle eaid, 
t.hat •s only 15 dare att.er Congress said to Ute t he bonds. 

1 Tben t.h1a year ' s det1oit. will •t&1 down to 3 billion 17 1 

asked Ur. Korgenthau. Bell sald it alght drop baolt t.o 3 b1ll1on 3. 
Last year •e wae 3 billion 575, 1nolud1ng the publio debt. and when 
Bell sa1d, 1n reply t.o the Seoret.ary 1e question, that he thought. 
t.hla year oould be below that., !DI,Jr. eald, 1 It. w111 haYe t.o be, 
eo we oan say that the 5 b1ll1on detiol't in ~37 ie due to Juet. 
one t hing-- the bonus.• 

Ur. Oliphant wanted t.o know it th~Preaident, at. hie tax 
confer ence t omorrow, will want to tallt about taxes to pay the 
bonus and IDI, Jr. eald yea; t.Ae th.ing should be coaplete. 

Haas said he had another question to aelt . He wanted to know 
1t we ehoul d giYe the Preaident a whole long 11et, or Just. take 
the two t.axea. IDI, Jr. a aid, 1You have to &1 Ye h1a 12 or 15 
propoa1tiona, G1Ye hla all you haYe, but 1nolude a tax tor the 
bonua. It he doeen ' t want to do t.he bonus, all rlght. 1 

• 
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'!"ebrunry lA , 1936 , 17 
The heads of GoYe r nment lenOing ueencies met with the Pras10ent 

ct Z:OO P~ . to discuss reductions in bond issuing ~d to lonOtng 

o~utnort:::. t tons . 

Those present were: 

B:Pnry Mor genthau, Jr., 3ecret ry 01' the Treasl.ll"T, 

Lyle T. l..J.verson , .'l.ct111£ Executive Director, tfat1onal ... m~r~renoy 

Counon . 

03niel V. Be 1, Direotor , Bureau of the Bud~et . 

~te~rt ~oDoneld , Fade~ 1 Housing Administr~tor, 

Jesre J ones, ~hairman, Reoonstruction ~1nance Cor?Qretion , 

7.!. ~yers , ~overnor, Farm Credit .dmtnistrat1on , 

John 3 . ~ahoy , Home Owners Loan Corpor~tion, 

Hors oe Jlussell , ,General Cou.nsal , Home O~mers Loan Corpor'lti.:>n, 

C. B. Upham , assistant to the Jeore tary. 

~r. Boll pla~ed before the President t ables which he had pre­

p~red on the llooonstruction 11nanoe Corpor:.tion, the Fam Cre01t 

.dou n1strat1on, the Federa l Housi r•s Administration and the Home 

O~ers Loan Corporation . These ore attaobeO . 

7ho RFC s1 tuJ t1on was taken up first. ~. Bell related , 

tollowtn& oc~t the detailed rtl!•tres tn the table, th:.t the o?erall 

lo3n1nz authority of the RFC , ¢3,300,000 ,000 llater 1ncrense0 to 

.3 ,750 ,000,000) tor general purposes had ~een reduced by 

t2 ,2S7. 300,000, the ~mount or their notes o~tnnding for generel 

purpo£es, There ore undisbursed commitments for general ourposes 

or $1 ,062 ,700 ,0~~ leaving a tree balance of $400 , 000 ,000 . 

••r. Roll 1nd1c~ted possible "1tMr awale amcancelletions or 

$Z85 ,000, 000 or tbe ~1.062 ,000,00~ of undisburoed camn1tments . 

• 
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ThiB ~dded to the $400 million free b~lance would make an ausaente4 

ere~ b~\anoe or ~e5 million . or t his Kr . Jones was wllline to 

agree to the oancell'4t.1on or $250 a1111on. 

~. qell SUF.gested a reduction or ~million. 

The President asked if a good ~any or these commitmentd were 

not really included in the dead files. 

wr . Bell was or the opinion tha t they are . 

18 

vr. Jones suggested same possible uses . He list ed ~100 million 

as being held ror relief pur poses ; ~153 million ror the ~etropolitan 

water di s trict or Cslttornis; ~114 mill ion ror toll bridges , etc . ; 

$99 million ror cotton loans; ~~7 million ror corn loans and el72 

aillion ror r a ilroad loans, a total of ~735 million. HP. thought a 

subst antia l sum woUd be needed for loans t o r ailroads ror equipment . 

He was or the opinion ths t he would need most or the ~1 ,062 , 000,000 

or und isb\tr sed commitments. 

fuen the President a&ked him if he couldn' t get along with 

halt or it , ha said no , that he would need most or it. 

Vr . Bell pointed out that ~. Jones had agreed to a reduction 

~r .~50 million ~d indicated the acc~1nts in which cancellations 

mieht be effected . 
The President raised the quest1on as to whether the possible 

onnoellations might nnt be transferred or devoted to some other 

purpose , asking specifically if it mteht not be better to trsnarer 

a pert or it to relief as was done last year with a $500 million 

Item • 

. Kr . Korgenthau said t~st he thou~ht the bifger the cahoellBtion 
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fi£Ure the bet t er i mpreeet on on the ~~bl io . He said h i s rre r erenoe 1 

ror a no~ appropr iat ion f or rel i r out or t he Treasury direct r ather 

th~n a transfer or some exiat ing But hor itat ion . 

The Presidon't ogreed tha t mone y expended came ""t or t he Treasury 

in either event and t hat t;be Jecret ar y •s polnt was probably well 

t~ken. 

The Presi dent split t he difference bet ween the ~~50 million 

whleh &!r . J'ones w:1s w1ll1ns to have cancelled out or hi10 undisbur sed 

commitments i'or e;ener·~l purposes and the :,}380 million au(•gested by 

~r . noll rund authori~ed o out of ~300 million . 

Passing on t o the lo3nin~ aut hority or the ~FC for spec i f ic 

purposes , the President autbori~ed a out of eeo million in t he itom 

or !Ct. l oans to joint stock land bunks , a out or ~30 million in the 

item or lobns t o insur nee companies , ~ out of 0250 million in the 

item or nFC p~rchaaeo of ~IC obl igutions (after o~eckine wit h Mr. 

~rowley on the legal effect, i t beln~ L~ . 8ell ' s opinion that t he 

re 1 position of the ?OIC would be unarrsoted stnce t hey con sell 

tnei r oblig~tions to the Tr easur y) . The tot:1l out i n authori:at ions 

ror eenernl purposes nd for specifi c purposes t ot al ~660 million. 

The President wne unwill i ng t o cut t he aut hori zat ion for RFC 

purchases of Y.1A. seouri tie a, but lt wns agreed that tl:e :lUthority 

to do eo ~hould expir e on December 31 . 1936 . Be waa un•tlling to 

cut t~e nuthori~~tion for mortge~e lo~ne , both Ur. Jones and WX. 

~c)onald bei~ of t~e opinion tha t this runct lon is essent ial in 

th~ errort t o br eak tho Jam i n the mortgare m3rket • 

• t the eonoluet on or t he d souesi on or the situ~t ion with 
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respect to the RIC, Kr. l~nea ea1d that he ~• •happy~ aboat the 

t~60 • llion t otal :nd added t hat lle •oulcl like to have t ho autllnr1tJ' 

or t!l,. corpor at ion to m!lke industrial' loans ended. 

The next agency to be discussed was the FCA. Mr . Bell expla1. ;4 

th~t the authorized bond issue or the reder al ~arm Mo~ga~e Corpora­

tion ie ~2 billion and tha t bonds bsve b~en i ssued to an amoant o r 

$1 ,399 ,000 , 000 , loavin~ a rigure or ~601 milli~n available ror issue . 

He reoo~ended th3t nothin~ be t aken away from this tirure but 

r~rerrad to the fact th~t the cor poration io uu thori~ed to make 

lo~n6 until 1940, a nd r~ised ror consideration the ~uestton ac to 

•hether th ~> t ti'll~ mi_·ht not be out down . 

rne President was or the opinion tnat it wo ld be unde~trable 

~d :utile to at tempt to do tha t by law at th is t~e. 

•:r . MorgenthQ:J ogreed, particularly in view of t he pendency 

or t he ~razier-Lemke leglsl~tion • 
. 

Mr . Myers and !.:r . Bell developed the ract that $10 million a 

cJnth is being used ror eecJnd mortgage loans Mostly,&ldaome rtrst 

mort t;s"te lo"na and that t his will rec;.1ire £0"'8 $480 !llill1on between 

now and 1940 . Mr . Myers s a id that t he P'<'ll.,rol Farm Mort gace Corpora­

tion now owns $700 million l and bank bonds wht oh. it cannot dump on 

the present market . Tho PCA i tems wh1 oL had appeared on the qFc 

table were mentioned but passed over. 

Mr . ~yers suggest •d that the aural hgrioulturcl Credit Cor pora­

ttons are being li~u1da te4 and that his agency would 

bsck t~ the R~ money from th~t eouroe as rest aa it o~ ln . He 

wau or the opinion th~t no legislat ion will be needed t r thi s. ~en 

sugeested tha t ~A waa getting orr pretty esay, only eurrerine 
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11 o"t o r esc> milll.on, Wr . Kyera rererred to the t'aot tbat !te waa 

giving up cr?p loon b~l~noes ot' so~e $70 ~illion. 

21 

wr. Dell countered with the remark that those autbori~~t1ona 

bad l~psedan~sy and the halance could not be used . Vhen wr . Myers 

P"in ted out that they had not asked OD!' increase in borrowing 

autl!Or iz tion over the orl{"inal :ll!lOUnt t'ilted , tllft President COf!''P!lred 

the a~encv to a boy ~ho arter baYlor had three helpings or pie asked 

ror no ::~ore . 

The next ag ency t a ken up ~as the FHA . Mr . Bell explained that 

under Title I of the Pederel Housing Act , the Federal Housln~ ,dmin1a ­

trction insu red ~pprovcd lender s against loss to 20% or the amount 

o~ lo~ns made up to a loan l~t or ~1 billion , mak1o~ the maxtMua 

1nsur'lnce liability .; !00 mill ion. Zstimated loans to .,pril 1 , 1936 

are ~350 million elvin ~ an i nsurance liability or $70 million , leav­

inr- .,1130 million availahle for cancella tton if Title I is not ext.,n­

ded . 

Mr. McDonald explained that the plan i s to extend the lit'e or 

~itle I , cut~in< the insurance from 2~~ to 1~. The antioipa~ed 

los~ is from~ to ~. He thought it safe to cut the authorization 

by '100 million, and that was agreed to. ~r. KcDonald sxpressed s 

wish to a llocate $50 million of tba reserve fUnds, if legal , t'or 

rosterin~ new construction . It' that oan be done , be said , they 

con relieve t he RPC or r esponsibilit y ror aotta« as a national 

mort ·~ee associst1~ and encourage ,rivate capital to go in •1th 

nu, in the development or national mortgage associati ons . 

~r . Bell ~xpla1ned that ~dar Jeotion 3 of Title I, the ~HA 

was au thorize~ to l.oan to 1' 1rulDC ial 1nat1tutione to the L\1ll race 
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v,lue or loans aade by those institutions and insured under Seot1on a 
or the ~itle . ThA total potential liability under this section would 

bell bill ion, of wh ich it is estimated th~t ~50 ~illion ~l~ht be 

loaned by the financial institutions by ~pril 1 , 19~&. No loqns 

have been maJe under Sect ion 3 or Ti tl~ I nnd it wa& thought t~at 

the bulanoe or $650 million available tor cancellation mipht be 

cancelled ~ nd the privilege or maktnv toano to financial institutions 

(or in effect buying t heir loon assets) repealed. 

Mr . McDo~ld agreed. 

It was further agr eed that if ?Rk eot their r evolvinf rund or 

~~0 million ror the encouragement of new construction, the ~78 

million item shown on the ~ chart under II (b) mi~ht be cancellRd . 

"'he next a .. enc:r t aken up was the HOL<;. 

Mr . Bell 9xplained th~t the total bond authorization or tho 

HOLv is e 4 , 750 million. There are outstanding bond3 or 03 , 032 ,300 ,000 

leaving an unissued aut~ori4ation or ~1,717,700 ,000. 

The HOLC es timated th~t they wo~ need $149 . 4 million tor 

exch~nee of b1nds for mort gages to complete loaning oper qt'on& . 

This w:1s a.:reed to. The:' estil'll&ted a necessity ror $273.3 mill ton 

for ~urehaoes or &hares in sav in~s and loan associations and ho~e 

loan b•nk debentures . Thta was agreed to. ~~ey est~mated a need 

ror ~~40 million ror advances ror ~ocount or borrowers ror t oxos 

and as3esaments . The President a llowed them $200 million . They 

esttmat oda necessity ror ~75 million ror advances f or ~ocount or 

borrowers tor insur~nce. The President al lowed them $50 million . 

7b~y sJttmst ed a necessity ror ~60 million tor advances tor account 

<>t oorrowers ror necessary repairs . The President allowed thea $50 
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aillion. ~ey estimated a necessity tor $100 million tor texea 

and as$essmenta on properties foreclosed . The President ~llowed 

them ,100 million . They e s timateda necessity tor $1 20 million 

ror r econditioning houoes toreolosed . The President ellowed them 

$90 million. The total bond authorization allowed for furthe r 

re~uirements is $ 912 . 7 million which , deducted from the unissued 

authorization of ~1 ,717,700,000 g iYes a net cut for the HOLC or 

$805 lllillion. 

In discussing tho HOLU situ~tion , Mr. Pahey emphasized ~hat 

the pr i ncipal 'objective or the home loon bank system 1s to enOO\Irage 

lend1D£ by private erenc1es and to aid them in that endeavor. He 

said the corporation reels that it is supposed to make thls years 

oper tton as sLaple es posr ible and to monkey with the law as little 

as p'lssi ble . Moreover, the urban morte:af'e si tue t1on is far from 

satisfactory. In normal t imes there are $4 bill1on to $5 billion 

in suoh mort sages each year , ubout half new mone l" snd about halr 

rertnanc1D£ . Last year the total reftnanoinr was $900 million in 

ell classes or institutions . Out or that total the ?edersl Rfencies 

lent ~oro than all or the insurance companies . 

The HOLC alone in 1935 made ¢800 million or urban mortgages . 

Some re~tource is ne.eded t o fHl the gnp and make up the difference . 

~2 billion or urban mortgages mature each year . Asked by Yr . 

Korgenthau if they received sat isractory audit reports on Feder al 

~svtn .. & Loan :.ssooiettons , Kr. !'ahoy r~plied that thew are OJ per­

vistn~ theoe institutions right c lone cettinc good reports and t~at 

the associations ere mokinr eood mortgages . He sai d that other 

acenctes , referring particularly to 'essachuGetts sav1ngs Banks , ere 

23 
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lcn11n& 35~ to 40l or present ~arke~ v•luea ~nd el e~ing th~t there 

tr: no dam nd and no tood mortgages evo11Hble . Borrowers , he s'lld, 

are un~tll1n& to pay 6~ f or loens on a 50% veluutio!l. J.lassaohucetta 

aavtngs bonks are renewinf mo~t~eges ror 12 mont~s only. It is e 

pro!!lt'!ll to break the :nor te-see market. lfanv bu Ud 1'nr worker.: are on 

relief. It is e n unemployment problem. The C~vernment must etther 

apend ro~ney to enco~rago housine or spend m?nev to reed unemployed 

bu1ld1ne workers . 

Tho President interposed to say tbqt Mr. F'lhey wes "deed right" 

on the t . The President then r Aised the ~ues tion or o pos~ ibte 

new ho~sinc bill and asked for advice as to whether the coAt on 

any such measure should t~ke the form of a now eppropri•t1on or 

be h•ndled through the tr nsfer or ~?me exis ting authorization . 

Mr. Fahey thou~ht tt ought to come ou t or ·1 n existinf" authoriza­

tion t f some self supportin~ scheme o3n be worked out. 

~r . ~orgenthau r eferred t o the fact that there is as yet no 

plan or consolid tion ~r ~ederal agencies in t he hous in> f ield. 

The President e~reod , but continued with the s t atement ths t on 

the essumpt ton the ~eder1l r,,vernment co•~ tn ror building che1per 

ho~ea should it be done by a new appropriat ion or a trana rer or 

exhting !l.•tthor17.a t iona . 

~~r . l.:oreenth~u tll ,ught 1 t mi.-ht l ook better to transfer the 

81:1:!t1n authortz.at1on . It was tho11~ht ttu. <; ::o:ne 3ttent ton might 

be v tven to any reaction to senator ~oener• a ~?using propoaela . 

The Prea1dent thourht th 1t it would be wel l to postpone aotioa 

on cutti~ suthorizatlone of the 'KA >tnd the HOLC until tbf!r w~• 
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~r . ~orcentbau interposed to ask it tb• ~uld keep us •troa 

tekln£ the :6&0 3il lion which Jesse Jones h~s o~rered us~ a nd 

tho Pr Psident r eplied that t~at coul~ b~ cut at once . 

The Fresident then sal~ th~t he thourht ~. ?ahey could r.et 

clong with $005 million less authori~~ tton but tbnt he would wnit 

:~r the le("nor bill before ac tually outtin~> it. 

T'1e totnl cut Bl"reed on in out at!!nr11np: authoriz~tions then 

were B:> !"ollo·~s: 

leo~D.ltr IC tion rinence Corpor'l tion . ••• ~660 , 000 ,000 

l"cder al HousiD£ .. dministr'l t ion ••..•.•. ;750 , 000 , 000 

ilo~e Owners Lo~n ~orpore t1on •• • • • • •• •• ~805 ,000 ,000 

2 

the latter bclne deferred until a decis ion has been re~ched on low 

O~St h\JUSOS . 

The Prf'.;; ident reforred to t !le wor.k of the Centra l Housinr 

;'>M.ittee End '3l:' 11 th'\t it w s '111 11 little :onfusing to trel't 

h?us1ng ~ ~~ ~ single item . ~here ~ho1ld be separate compartments 

:or Bl\UD clearance and for s <lb'lrben ho·~stne •md for r.tr!ll !'.l r::l 

houses . 

~r . ~orpcnthaQ reiter9ted th~ t the Delenorerort, w~ ich hft eel ~ 

be hod no t ueen , '113de nr :cTrrr. en t , 'l.l ' l O Qflder~tood , about wht ch housing 

asenc iee pertnrD ~hich function• nnd which ceased t o t'Qnction . 

Mr . t'oDnnald &aiel tltet he and Mr . Eccl es , 1.!1'. Fahey end !!r. 

Crt~am had thrashed out a prog rm.. Mr. ~ahey interposed to ~~Y the& 

he ~hJ'lF.ht Mr . Morrentb:~u • o~ sugree tton ror a derin t e agreement on 

consolid!l tton or llo•ls 1ng agencies c eoo4 oue. He asked ror one 

coherent , sena1ble , logical plaa. sa thou~~t the a~ency heada 
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shou l d brtr.g t heir nsreeMnta and dls qreements t o the Pres ident. 

ga sa id ~h~ t he •e~ not so opt~tstto or har.ont~ua results ee 

Mr · ~ oOon'l~ s eems to be. 

26 

!'he President said t ha t so f ar as slum clear ance is concerned, 

tho ('.overru:Jen1; coultln' t start mor '! th:m $:!00 1'11111on worth tn the 

L'1rst vear and t h!lt thin .fO tld :tean a smsll expenditure. 

r . J.torgenthan su,·cest ed tha t t!l" PrestdPnt ctve t o ••r . :.lversou 

the ~thori ty to get t he housing agency hesd~ ~Pd the ~elono c01'1m1ttee 

t .,cethor on a hou<>1 nr progrmt. 

~r . Fnhey comment ed th~t t he e i s Already a Jel eno o~~1 ttee 

report but t hat t here e re so~e d1sev,reement~ . 

!.. r ... l vP. r s on co:i'nted t h!! t he tho· t eht the c hieL' dirt"iculty 

wes ~he dt :~erence or op inion amonr the aeoncy heads . 

Kt· . F:.~ hey sai d th <' t before ther e co:.~ld be ver:; lll'.lCh 1n t he way 

o; J&c1e1on on :>therthinge , tnarc mu:::t he :1 decision on how L'Clr the 

Gover:nont t s c oin&' to :•o in a iding slum clearance . 

l!r . ~!v~>rs co!'l:J1e nted th:It he t .• oo.~gbt t he dH"cr ence i n vi ew 

point o: t he scency heads is on ~hat t he set up s~ould be. 

Mr . ~cDonold was of the opi n ion that 1L' the point on bow 

rar th~ ~overnmeut oou ~d eo oould be settl ed ~11 ot her pl ans could 

•uv~ •'orwar d. 

l.'r . Rus s ell r e f erred t o t be i dleness i n t he bu ild ing trade 

~~ th nece3o1 ty to s,end money r or r elief or in a id or hnuRt~. 

~r . McDonald opoke or a survey wbtch i ndi cat ed thqt 25,000 . 

h:l:nos would be built with prtv ... t e r un<\s in the e~rly Spr1nr,. 

~·r . ,..lve r s on s a id tha t the most iaportant aspect o!' tho whole 

cuee tton w9a ~ early det1Dit1on or f ederal policy. 
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The President &sid that he realized th~t diftiaultJ an~ ~44e4 

that be bed neither the tiae nor the knowled!e to go lntJ the 

1bole thing. He enid he ould like to think or it in terma 

or Pou~~keepsie , New Vork. 3e referred to the possibility or 

sl'( ingtoo. citizen or Pouehkeepaie that tr he liOuld build " house 

wb en , including a quo.rter or halt acre or land would cost not 

111:1re than .?4, 000 and 1f he had lCY,f. or thot and 1f the bank wo·tld 

lent hi m some on ~ rtrst ~ortgage e t not to exceed 5% then the 

novo rl\!llen t would lend the rest on a llSOOild 1'1-:>rtcege . 

~r . ~ussell a nd •~ · Myers sgreed that that is exactly what 

the ~ ... is doing throurh its CCI!Illliaa1.>ners lo=s. ur. Wyers 

a~ded th~t the first ~ortr~~e woul1 h~ve t o be in a savinpn b~nk 

or a buil~lng a nd loan a&societion or sol'le friendly arency which 

~~uld not want to bail out on the first defoult . Otherwise the 

mtkor or the first mortcMge would h~vo to be wntched to see that 

he did no t for ecl ose and make the second mortgagee t ake the 

whole thing over . 

27 

:'he Preal dent th~·1gbt t here mtght be some err~ement whereby 

the ho:-~P owner wo•tld pay $20 a m'lntlr to a trustee who would divide 

1 t bet 11een the first and econd mortgagee. 

J.fr . Russell suegested that the 3500 membtH'S of the Rome LoAn 

Ra nk ;yet~ might serve as appr ved I'IOrtrageea tor thnt purpose. 

~o President s a id he would like to oee some simple pl6n like 

th t which could be explained oYer tbft ~1r and in the papers to 

prQ~pect ive ome owners . 

~r . ~ubeT s~id he was confid nt that the housinr ageaoJ heeds 

could evolYe a0111ething w · ah would bold et• tbrpreeentatloa to 'he 
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Proaidont. 

t r. Jones •~toed the opinion that there are Yery tew people 

w~o ere tnterested 1n homes eoattng f4 ,000 and leaa . Be thought 

i t oholl d bo rntaed to at la9at ~~.ooo. 

~r. Morgenth&u ou~gosted thu t the B1reau ot the 9Udeet draw 

up wh tever legislation is needed to oanool ~uaed outatandinr 

author1z tiona •~ agreed uron today . 

Tho President agreed that that ahO'tld be done. 

7ha President dirooted tbat tho heads or t he h~uslnr, ageno1eo 

e;e t to~athar a!W preP"lre for r resent.ation t o him a caaplate h sins 

~roirAm for t he rederal G?Yerament. 
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,..~ 18, ltM 

7raa& lpa&ai, !b•n&h•', Cbba. 
'fo1 'l'he Secl'e\al7 of \he 'f:rea111117. 

lleuace tr• P:rofeuor BllciQ 

t 1one before ChtDeae repreaenta\1Te l .. Tee be reqaaata 

4e\a1le4 eta"-ent OD \he naw.re of •ttera t o be 41acuaae4. 

Chen baa cbaAced bia ooDte.plated aalliDC 4&\e to Ilardi 36 

to arr1n SeD Fruch oo Jpr11 8. 'l'hh h 1A Tin of 70V 

... ..,. of hlltau7 17. 
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Pe\lv.l')' 19, 1936. 

'l'oa 'l'"Ae Socro\al'J ~ tbe 'l'roa81U'7. 

lloeuc- tr• lnfo .. or lla.oka Japu oow 11114oro\aacla 
t.lt.a\ -cJ end, thl1 \e4 1\a\ee, an4 lluela aro opp .. e4 \o 
bar lortll Cb1M poUq and le , tberotoro, COIIeidertJac 
4Mli.JI& fire\ wHh bela an4 coaaaiclaro ch1Jic leu 
a\\enUon \o lortb Cb1M for \he preea\. 

hiiC apia ezproeeee apr>recta\ion for JO'IU' nppor\ 
of China'• •oMtal')' •78'- and -cola e\a\ee \bat p~ 
aen\e '117 PU'-n and LOD4on, qe\her wHh Cbiaeeo ao\he 
prepara\1one for araed roeie\aaoe, aro iapor\an\ fao\ore 
in ourb1Dc Japu 1a lor\h Oh1Da an4 hu roeul \e4 1a Doibano 
apollchtac dealal of ia'-lUOD of cloetac door an4 of rot.UJl. 
l~~ot ~\oae an4 an\on_, of lor\h Ch1Da. 
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~•tin& held at tbl 'Wbite llouM, 'We<la.Mia;r, Pe'brlary 111, llla8, z,u P. M. 

------------------------------------
C~bjeot• Seod loan 

Proeont • The Preaident 
S.Cretary Korg•thau 
~;yne c. Taylor 
GcYernor )f;yera - Pano Credit 
s. :.:. 01U'11004 - Fara Credit 
Daniel Bell 
Benoan Oliphant 
~8'kims lillverisg 
Oeor ge C. llft11a 

Governor lolyere auueated to the Preaident that 1t the loan 11m1t to 

i.:ld1Tidl.l&l flll'lllllrl be roduoe4 from $500 to t200, tSO millions would be a\11'­

Cioient "'ther than i60 ailliono. He iruiioated 121at he told llr , Bell in the 

IIOrni.:>& that tlO ml.lliona oould be obtained from oertain tundo in th8 FAl'll 

31 

Credit Admi!liatr&tion, lie &leo at&ted that after further nry o&ret'ul az­

AIIIinAtion ai.noe that time, that he felt tl5 ml.lliono or probably $20 lllilliona 

oo~ld be aeoured, aa & result of the i1q~id&tion of the Regional J.«ricultu"'l 

Credit Corporatlona. GoTernor V:yers explained further, t .hat tbia •• -de 

pouible b;r the tr&nateren~ ot the RAce paper to the Feder&l Inton:odiata 

Crocllt Be.nlts , 

eooratary liorgenthau &eked the Preaident it he would like to re&cl a 

voto meos&ge on the seod loan bill, Whioh llr. Bell had prep&red. The Preai­

dent eaid that he culd prater to dieouas the iaauea inY01'111d tirat . Arter 

.ome disouaaion the Preaident a&id• -..11, it reaolYOa itselt into ~ alt~ 

t 1Yea1 cme h to Teto the bill &Dd ·~ .. t in the Teto ••sage that I WDI&ld 

aip tha •uure if additional r-ue •• prorlcled, lio> the bill at&tin& 

that I have aasur&DOe that t'lulila neoeseary to f oe the •aaure will be 
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'1'1\a Praaiclant the ukacl llr, !!all 11114 Oo.,..rnor )(pre to clhouu tba 

atter with s-tor llarriiiOD 11114 Sa& tor Robinson. The Pre dele:!: lndioatacl 

that a yot.o •••&&• -.ld orate a gr .. t ~ d11'tioultiea 'IObioh he would not 

111ce to faoo . Saoratary llorr;e:t:hau atatacl that it he d i d not nto the bill , 

or that it ho eir;nad it without ho'Ying !Uncia &ftil&ble to -.1: thia upftd1-

ture out a1cle the buclr;et, hb aot1on would be inoonalatftt with Ma pre'Yioua 

.tat-nta ot polioy 'l'll.th rer;ard to Federal tinanoe. 
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loleetlnp; lulld at the 'llbite llouae, 'Wednesday, Febru&Joy 10,1988, z 100 p ·•• 

-------------- --------
Cubjeots Tax J.lesease 

Preoont: Tlul Preaident 
Secretary llor&enthau 
Y~e C, Taylor 
Daniel TO, hll 
Henan Oliphant 
Co~sa1oner fiel•er ing 
Gecrge C, Hue 

Secretary ~rgenthAu hAnded the President a draft or a propoaed 

tax l!ltleeage. The Proaident read the draft aloud. Alter reeding the 

aeotion regarding the "''f1thheld Earning• Tax", he a eked 1r 1D our ocm.-

aideration or th1a tax,proYision waa :ade tor pre 1Dg a poee1ble loop-

hole Whioh he o~tl1Ded a 1 toll~: A oorporation whose .took ia aallins 

at 50 paya the uaulll h ,ooo dividend i;o a an O"eing 1000 aheree and &lao 

l!>ives him the right to eubaoribe for 100 sharoe, we will say, o.t $10 a 

eho.re. PrOYiaion would han to be .. de (a) thet the corporation oould 

not 1D this fashion a•oid the new tax on it, and (b) th&t the atookholder 

1n thia fashion could not awid paying hil pe r eona l 1Doo:oe tax on the 

entire de taoto diatribut1on ot $5, 000, -ly $4, 000 ftlvet on hia 100 

aherea and $1, 000 on hil oaah di YidendJ t.Dd by thie 1a meant hh pll1ing 

1D the year in queetion and not at eo• later tt.. -.... he eold the 100 

aharee ot .took. 

Conliderable tiM •• epent diao ... aillc the Prelident•e inquiey. 

l!r . !laae poiJlted out tholt tM oorporat1on W1lld 'be requ1red to Mke oalh 

diltri but1CIIl to aY014 JI&T1ng tbe 211 peroeat rate m4 in that oaae the 

?reuury 111>uld reoeift the r.,mue thrv"&h the ~· ot peraonal 1n-

33 
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tax•• Which the diTideDd reo1p1nt .,uld b3 obHced to pay on the dirlclend 

d1abw'se!>llnt , The Pr .. ident then expl ained that in addition to t hil wi~ 

held Ml'!ling he •s interested in tex1nc ,..,.t h the equiTalent to t he 

-.al11t ot tho • right a• 'llhioh • r be distributed to atookholders. lolr. h)' l or 

atated that the iaeuanoe ot add1tiona,. atoolt to the atookholdere ...,ulcl re­

duoe the '"'lue of the atoolt, Secretary l!cr&enthau auuested ta\at thia 

atter be &iven further study and analyaia e.nd 12\at we report back t~e ro­

aul ta later to the Preeldeut, 

34 

llr . Taylor asked tor an expl&D&tion of tha ta billiona eatiate 111\ioh 

appear• on pa1;e 5 . A brief explanation was r;ivn 'by llr. l!aaa. Mr. Oliphant 

auueated that l.l:r. Jlaa.a .U&ht exple.in the 25 percent rate. !.lr. Baa a ~ 

plained that if' inoOJaD taxea ""re paid on the undiltributed earn~•. the 

Treeoury would reoe1Te about 26 peroent , therefore, in order to equaliae the 

lou to the Treaaury, if earn~• were not diltr ibuted a 25 peroent rate 

would be required. 

The "resident aaltecl '111\at i~ ...,..., inoluded in the suggested Proeeu~ 

Tax Bill, )fr, llaaa au~tted a ata~t Uatin,; the it.,.. mid> are inelwled 

under the proposed new bill and under the old bill and alao ahowin& a 008o 

p&riaon or the rates in th<» new e.nd old billa. A oopy ot the etat~ 'llhieh 

•• ~;hen to the Preaident is attaohed. The Preai<lont asked tor reaaons ~ 

o~rtain itena •re aeleeted aDd the bash tor the rater Oil eenral ot the it.... 

llr, !!au explaiDed that the 1~. u wll aa the rates, wr. Mleoted b)' the 

t epart.nt or At;r1eulture, 'I'M Preaident, DOt1oiJI& the recluotion in hoc rate•. 

"'id it looked to hila lilt• an Io• aebedule, and lllKt; .. te4 tllat t he Uet of 

it.oma be broadened to 1nolu4e aueb it- a• r&)'Oil, woo &eod•• et oetera. Be 

alao 1nclioatod that witll tM bro&4 Uat it 'lllluld be po .. ible to lowr the ratea 

on the 1nd1'1'14ul 1~. 
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Irl the tax ••.a,;• 011 pace a, 1D clil01l11Uc the propo•l to ~ualbe 

the benefita ot pere0111l eDIIIptiona, the 11111uase etat11 that •t~w law 10 

prorlclecl prior to the reT•~a• aot t 1934 •, 

the reuCII1 tor •l<ln& th1a ohell&e at that t 1:118, Hr , Oliphant repl1ecl tbat 

he had torsotten, b\Zt 11'0\llcl tiDe! o.n:. 

1'1\e Scoretary told the Preeiclent he had a ap endicl ausgestlon, ""1oh 

lie had reoeivecl f'roa J4r, !leU--that wu, to alee up the reveuue cletioieno:y 

in three yoera, 11hioh Seorett.l')' liorgenth"u inclioated 1D etreot waa pe:yl..Ds 

yolll" taxoa on tho 1Datallment plan. Thia appealed to tbe President llld he 

said that the ide& had aloo ooour~cl to him, Ezpanclin& tbi£ 1d• tllrther, 

the Preaident a"icl that 'Ill ahould bavo e per:anent l..D.,-eue 1!1 -evenue troa 

tuee or $600 mlUona per year to lllllke up tor the deflci...,oy 'ltliah haa 

arilen in the bl.lclget, Ue oarriecl this illustration t~.~rthor by tal<in& the 

t500 m\lliona required tor Agricultural Adjustment Administration-- !'rom 

that he a~abtraated $150 llilUona 11hioh he expeota to be raised throu~ the 

wincltall tax and obtai.Decl a .--a1Dcler ot tSI50 lllilllona-- a cletioieuo:y ...,lob 

o011lcl be epreacl over thrH :yeara by 1Doreas1nc the tax r1m111ue ot tna al.lllOill 

per yoar and tel'llinatln& th1a inor•ae at the end ot the third 1"1'. Be 

tlll"ther pointed out that in terma or rates thie would - about an lnlreue 

ot one-tif!ib tor three yeara , u tus lllillions 1o about one-titth ot $800 atl­

liona, Or, 1w calc!, another •thod ot helldllng tb11 W>ulcl be not to l..Doreaee 

ratea, but to aublltit\Zte &DOther tax *ioh W>lllcl ;r1el4 ebout $118 101111 1114 
I 

indioete that it euld be 1D etteet tor OBl;r illlrH )'Ill"•· 
1'1\e Prelideut ra1ae4 the queeticm u to .,., he ehould tall< to Concrlle­

mon Md Senatore with reprcl to the propoeed tax bill. Seoretar;r Vorcmtbau 

•U«eltecl tbat it ....:aU4 be preferable to po11lpone tbie d1eou111on 
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next ...,.k ... tbe tt.. tor 11hh ~111&· 

The Predd11nt ulted U' • had 'IIOI'ked out ecna. bade tor tax1nr; eld.n1zl& 

00rpol'9ot1oll eurplu•••· l&r, llaae eaid that he rolt thoy should bo taxed, bat 

that he had .,.., un&blo to dOTiee an otrooti .... prooooduro tor baJid.llD& 1t. 

The President eo.id1 •ooulcln't &II arbitn.r:y bade be tahn eo u to penait 

00rporet1011e, tor exaJ:JPl•, to ha.,.. cmly 26 por.,...t or their ~-t1011 or the 

plant and equitmWnt in eur plua?" yr. Oliphant replied that he thour;ht thil 

al.r;ht be done . Kr. Del veri11r; natod thot it the Prelid011t actually 111te!lded 

t o r>aJce a rooolll!\endation alonr; tho• linea, that he would like to han u 

ol'!lor tunity to point out the r;reat e.c!m1ni.tratin ditt 1oult1ee '111\ioh would 

bl inYOlnd. 

3S 
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oJheat 
Corn 
Cotton 
Hose 
suse.r 
11ice 
•-.nut a 

Sholled 
Cleaned 
~ 

Co~~~parhcm ot Prooeaa1Jl& !'ax R&tee -
Asrioultura l Adjuetm.nt }.ot v . Propoeed Subetitute 

Com:>Odity Unit Old "'ropoeed 

rate new 
rate 

bu. 'JO I 2o J 
bu. 6 "1. l5p 
lb. 1. 2 I 2. 8 P. 
owt. ~2 . 26 76 P. 
lb. o . 5 P. 0. 6 P. 
lb. lp o . 76 I 
lb. 1.s I 1. 2 P. 
lb. 1. 05 P. 1, 2 P. 
bu. 
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'J ,O p lll . 2 p 
Paper and jute lb, Various 2/'J or previoue !:1 
1'obacoo Var ious Various!/ 

Bar loy bu. 15,6. 
Oats bu. 7i ~ 
starch 100 lb. 4l i{ 
cattle and calvoe owt. 20,!. 
Sheep and lambs owt. 10 I 

treaeury Departi:lent, oiYleion of! Research aJid statiitioe, 
February 19, 19ll8 

Y Subetitute tax on paper and jute pr odu ct• do .. not 1.nclude in 
taxable base: Paper to..,.la, gwams!· paper tapa, or jute bage. 

y Old taxu were -eured by amcnmt of tobaooo prooe .. ed, new tt.Me 
by amount of product produced, 
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February 19, 1936 . 

My dear Ur . Secretary : 

It has recently come to my attent ion that ~exican 
officials charged with the operation of the Guardacosta 
of that country, have expre~sed will1n~ess to cooperate 
with our Coast Guard 1n the enforcement o r revenue laws. 
In view of this , i t is proposed to send Admiral Hamlet, 
Comandant of the U. S. Coast Guard , in the cutter Saranac, 
to Vera Cruz, headquarters of the Fir st Mexican Naval 
Zone , abo>..tt /.larch 1 , 1936, to consult with Mexican authori­
ties regarding the working out nf a practical method of 
cooperation . It will be appreciated if you wil l e(bct t he 
necessary formal arrangements with regard t o this visit , 
including invitations to t he appropriate officials at 
Uexico City having to do with administr ation of Guards­
costa, to b present to confer with the Admi ral should 
they desire to do so. One official who has shown particu­
lar interest in the arrangements is General J. Salvador s. 
Sanchez . If agreeable t o the Mexican authori t i e s Admiral 
Hamlet contemplates visiting several other Mexican ports 
in the area3 frequented by smuggling craft, namely , Gontoy , 
Cozumel and Mujores Island , site of the new Mexican ~&rine 
biiSe . 

7he above mentioned arrangement will be similar to the 
one already 1n effect with the Canadian Preventive Service 
which nas been worki l'll' satisfactorily now for over a year , 
It is felt that the coordination of this sort in our Southern 
~ater" will be very valuabl e in our efforts to pr otect the 
revenue . 

Sincerely , 

(Signed) Henry Korgenthau, Jr. 

The Honorable, 

TLe Secretary of State. 

BMT/pk 

"BIIT·' "G " " licR" 
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40 
~ebruBry 19, 1936 . 

A sr~up met 1 the o~~1·e ?f the reoret9~' or the ~re!sury 

at 12:15 P~ . to ~1acuss th" tax proprwn. 

~· •Jso "rosen t "ere: 

'I"nr· ~·orFonthau , :rr. Jecret,ry or the :'ressury , 

l1"rma n Oliphant , Ceneral Counsel , Tre:~s•try ::>enartmont, 

<'lty T. Hel ver1no:;, Comm1so ioner or In t • rnal il<lvenue, 

layne C . 'T'sylor , ;..ssl stant Jecret'try ol' thu "''!'ft'lcurv . . . 
\ia? . C . Ha a , SJ.reau or .!eseerch ~ 3tat1st1cs . 

!!erbert :': . Gaston, .ssictant to the JecrotR.ry , 

~ .a . tl;t>.sm • ...ss1 s t -mt t'l the ... ecrettlry. 

l..r . 01 tphant .JU\lmi t ted 0 dr£· ft or "!!Il t n r1 1l for " t ex 083£;e£O 

•h1ch the ,ecret:Jry- re"ld ~loud. :it 1s nt t 'IChed . 

l:r . ;. Jr.:euthllu s!lid tha t e::; a t'irt.t dra rt he t hou{'ht lt wns 

swell . Thu Jreo t<le>nt •::1.11 have t •took to consider it and will 

pr?bobly t~ke it ur the first thin£ arter hi~ return from ~yde Pnrk 

nb~·Jt nen "lednesdsy. at that ti~" he <'~ill probably r~ne Harrie Jn 

aod "'o" hton and other;; do"n fro.., ~h • Ttill for :1 d 13cuss ton. 

r . Olip!ulnt reported that )'r . ll.:N.:hton bad interroga ted !Jr. 

l!ett r 11. t night on t ax act1vi ties a t t't1& ond or the .venue md 

toot he hud olu ehorized ldr. ffqstAr t o tf'll l.lr. Do·~rhton that 1r the 

Prest•len t dC/'Il'l profose new taxes et thill session or Con<-reaa there 

rlll nnverthPlass be no t ex hill prepared in and by the Treasury, 

hut thnt the Treasury people w be fully avatleble to tho 'lays and 

t.:eu~ •O'IImi t tee ""d to tho ~1nance Comm1 tttle ror 9ny ass tetonce they 

can reno1er. 

llr .• !elverini; was 'lf !le opinion tMt proP?sed taxes on uncHatri• 

b~;ted ~orror.1to eorninsa a re Juritrtecl nn1 said that a :nr11ber or 
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tz~resnt tozpayera who bava oonrerr•~ wtth bt. are entlrel~ 

•illing t o pay beavy toxea tor tke ~rpoae or b3lano1n~ ~he bud,_ •• 

\ ·~ 
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Bll, Jr : 
George 
Harrison: 

Bli, Jr : 

B: 

Bli,J r : 

li : 

HX,Jr: 

H: 

iili, J.: : 

H: 

llli,Jr : 

i! : 

Bli, Jr : 

H: 

Hli ,Jr : 

8: 

TuesdaJ 
Februar.y 18, 1936 

Please do 

He ' s a graduate or Yale in 1907 and the Columbia Law 
School in 1910 where he made the Law Review. 

Oh yes 

Froc there he went to the State Department where he 
was an attorney in the Bureau or Insular Affairs tor 
three years under Rubin Clark - and was a great 
friend of Rubin Clark. Then he went to the Interstate 
Commerce Commission for a year as one of their attor ­
neys . And when be got through that - Just one year -
1914 

Yes 

He was - he became a law partner of Wal. ton Koore . 

Oh, yes 

Who is now -

Assistant Secretary 

Assistant Secretary. He was with him for three years. 

Oh yes 

And made a great reputation there - Wal.ton Woore 
can check him up for you. And then he went t o War 
and fought all through t he War. 

Yes 

And when he came back he went to the Treasur.y for just 
a year with Leffingwell . 

Oh yes 

As one of his laWYer s - under Leffingwell. 

llli,Jr: Yes 

'J : 

Hli ,Jr : 

H: 

That was until - from July 1919 to Karch 1920. 

Right 

Then he came t o the Reserve Bank here from tbe Treasur,r 
and he was our General Counsel tor about a 1ear uu1 a 
halr. 
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IIJI ,Jr: 

II: 

IIJI, Jr : 

H: 

Hli, Jr : 

rl : 

l!li, Jr : 

o: 

IDI,Jr : 

I : 

lni ,Jr : 

8: 

IDI ,Jr : 

il : 

IDI, Jr : 

8: 

IDI, Jr : 

H: 

IDI, Jr : 

8: 

Bli, Jr: 

B: 

-2-

Oh yes 

So he's had a little Treasury experience and a l ittle 
Reserve Bank experience . 

Right 

Then he became a Vice President of the United States 
Rubber Company for nine years. 

ObI lilY 

Rather a Vice President sort of a House Counsel 

He 1 s stuczy ing the rubber dollar? 

(Laughter) Well, I thought that might appeal to you. 

Right 

And then his wife was si ck and complaining and al.l 
that and he had to quit that and went to Washington to 
practice law there where he did a little sporadic 
practice of law. His wife's not well - she's gone to 
California and he ' s looking around now fer a real Job. 

I see . 

I am going up to see him in a few minutes about some­
thing else that he's asked me to talk to him about . 

Oh yes 

Yes , I think that fellow 

You haven't mentioned his name yet, you know. 

Oh, haven't I? 

No 

Ed Hart Edward H. Hart, H-o-r-t 

Edward H. Hart - H-a-r-t 

And married the daughter of Frank Noyes of the Assoc1bte4 
Press . 

Oh, yes 

He 's cot a cood background, a brilliant fellow, got a 
brilliant mind - Ir1sbman 
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!III ,Jr: 

II: 

!III,Jr : 

B: 

ffii,Jr: 

tl : 

Hli, Jr : 

B: 

llli , Jr : 

B: 

Bli, J r: 

H: 

llll, Jr: 

!1 : 

Bli,Jr : 

!1 : 

RII ,Jr : 

... 
l!M,Jr : 

'1 : 

llli,Jr : 

H: 

Yes 

Very level headed 

Yes 

And delightfUl personality 

Yes 

And a real gentleman and a fellow that you can get 
along with well I think and would like personally 

Yes 

Which is a part - a very important part of a job like 
that . 

Very 

And I think he 1 s well worth your while looking into . 

Well , I ' d be glad to meet him. If you can f ix i t up 
somehow I 1 d be very glad to meet him. 

Woul d you really? 

Yes, I would . 

Well I am going to see him - I 1 m going uptown now to 
see him because he ' s got something he wanted to ask me 
about. I haven 't said a word to him about this . 

All right . 

But if you'll let me tell hi~ 

Sure 

- send hilll down here I ' d 11.ke to do it • 

Be delighted 

TomorrOif or the next day? 

Yes 

All right . Well, I'll seahim and then call you in the 
mo~ning . 
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J!I[, J r: 

!1: 

J!ll,Jr: 

!1: 

HJI,Jr : 

H: 

-4-

'l'baDk you very .ucb, 

I uy send hU down on the aldnlght train. 

That ' s all ~lght. 

All right. 

Thank you 

Goodbye . 
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February lG, 10~8 

HII,Jr. eaw t.!le Pru1dent. th1e aorn1Jl&. nen a. ret.urned 
to bie ott1ce he oalled 1D Bell and told ~1• that t.he Pree14ent. 
oannot. 4o an,rt.h1n& on t.he t.ax b1ll ut.U t.he t&l'll b1ll paa .. e; 
that t.he Pree14ant. aoet. l1kel1 w1ll et.&J at. ~de Park unt.1l 
fedneedq nl&ht. and that t.he t&l'll b1ll probabl1 w1l1 not. pau 
untU J'r14q. 

T!le t.h1D& t.hat. 1e aoet. t.port.ant. tor the aoaent. 11 t.he 
11ed loan b1ll. ~. Pree1dent. had t.he 1dea t.hat he would 
lip t.he b1ll and ea3 t.hat. we will relllburee oureelnl when 
t.be new rel1et b1ll paeeee. HII,Jr. t.alked h1a out. ot t.h1e. 

The 8eoret.ar7 t.old Bell ~t. ~e want.e, and t.he Pree1dent. 
w1ll t.ake, a olean-out. Yet.o .. eeage on t.he &rOWlde t.hat t.he 
tWIU oalled tor b7 t.he b1ll are not. 1noluded 1D the Bqet.. 
In t.he Yet.o aeeeage he w1ll 1nd1cate where we oan get. ~0,000,000 
troa B1ll lf1ere and 15,000,000 .troa Ru: fu&well, troll tude al­
rea4,y allocat.ed and wh1oh would, t.heretore, not. atfeot. t.he 
Budget., 1a oaae t.he Oongreee want• t.o paee anot.her eeed loan b1ll. 

HII,Jr. euageeted t.akln& the $40,000 000 out. of the ReYolY1n& 
rund ot ro.&., but. Bell ad1'1eed h1• agatnei t.hh. Then HII,Jr. 
aade t.he euggeet.1on ot t.ak1D& ~.ooo,ooo out. of either Produc­
tion Ored1t. or Bank tor Cooperat.1ne and t.hat Ru: 'l'U~Well ooul4 
take t.he $5,000,000 ~t. he neede t or eeed loan eut. ot t.hat part. 
of t.he 4 b1ll1on 8 alrea4.Y allocated t.o h1a. HII,Jr. alee eald 
t.bat e1Doe t.A1e aoney tor eeed loan goee t.o 8111 JCTere, he eaw 
no reaeon • t.he tunde ehould not. be t.aktn troll alleoat.1one 
alread¥ aade t.o rc.A.. 

T.be seoret.&J7 t.ol4 Bell, aoet. ooof14ent.1all.J, t.llat. ~e nenr 
eaw t.he Prel1dent. 1D euoh a tr .. e of a111d. He eeelled •• t.1re4, 
and 1n t..be l&et oo\ij)le of ~· when eenral t.b.1nge llan ooae \ij) 
'lle 1111p11 looked \ij) at. ae and ea1d, 1D a wear,y Yo1oe, 1HelU')', 
wllat. do 70u adv1ee rq 4o1n& 1? • 

HII,Jr. t.old Bell t.o prepare a YeW Meeaa• and h&Ye 1t. 
rea4,y by t.wo o 'olook. When Bell t.alke t.o B1ll JCTere t.h1e 
aorntn& he 1a t.o 4ef1n1t.el7 t.ell ~Jere ~t t.he Prel1dent. 4oee 
not. want. la.1a to t.alk t.o Kar1'1D Jon•• or t.o &n7bo<l.7. He wmt.e 
t.h11 kept. abeolutel7 oont1dent.1al. 
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BJI,Jr. oalle4 lloiD~re aDd told Ma tU.t Bell le WOI'Itlll& 
on tae nto ••N&• tv t.U leecl LMD 11111. Be alM to14 lila 
lie bad beiD lD OODt.aot. Wlt.& 1111 l,yen 11114 \bat. l,yezoe ~Hll 
1t 11 peD&l1&111& & MDiert'&\11'1 el'pllla&UOD, ltaU U tttiael' \U 
Bank tor Ooopent.l••• or t.U l'l'o41lot.lOD Cl'ecllt., t.aat. en ~­
to bu1l4 v,p \Ull' erpAl&&Uen, b7 taJtl.a& t.Ae IIODe¥ an,y troa 
t.D.e•. Be •uuee\ecl \hat before t.lae Preeltent. een4e \be •••ac• 
to the Hlll t.Aa\ Blll Mfere wante to talk \o t~e Pree14en\. 
It ... ar.r&D6e4 \hat Blll ~Jere woul4 ••• \be Preeldent a\ 
2 :~ .. 
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'!be Post Office Dcpart:lent is check.in;l up on the number 

brh.llehes in these three atLtes end it. as:t prov6 desiri>ble to b11ve 

our sales or"enir.s t.ion con tact cert.a1n ot' t.bese branches also. \~ban 

tbe number and locations of these offices i:s obtained, 

ee.n be llltlde to the various men. 

• 
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u:;m.n <>T~ Tu; ;,A VI •• c;; BOilllS 
()o • .tfl 1no o( Pl ..n to Coptnet. Popt OJ"ficoa . 

It is believed th• t one oan can cover ei"ficientl.:f an average 
o!' 3 to 5 officoa per de,y , or approximn tel,y 100 offices per month . 

Teet C8JP'' CD 

ln Clb:J& or•·1ces 49 
2nd • • 95 
:Srd • • ~ 

Total M5 

5 men for New Jorn&,y cen cover all officen once each month . 

1st Cl~aa O.fices 7 
2ncl • • :.:9 
:Srd 1' 11 102 

Totel 1S8 

OI:LAitA..E 
let Claes Orfices 
2nd II II 

Srd " II 

Total 

2 
12 
li 
:55 

2 aen for W&rJlAnd end Delaware can cover all offices once 
er.cll i:IODth. 

Cost Per II!\!! e .. r DAY I 

Salru7 ( per d&,y) 
Travel Allooance (per d~) 
Auto:x>bile allo.ance oase<1 co 60 

lliles per da,y at t.os per llile 
Total Per ~ Par ~ 

Cost Per Man Por Month& 

Salacy ( so de,y •> 
'rravel Allowance ( 110 cU!Y a) 
Automobile coat (22 dqe) 
Totel Per lien hr Moo th 

f'lO.OO 
s.oo 

3.00 
ua.oo 

t:soo.oo 
1:>0.00 
§6. 00 

~616.00 

' 

• 
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l . Elrpl.qy 5 II8D . 

2. Hold tbe:o here for instructions for ho weeks. 

s. Sloan and Bcynn to go out with ench man for a dey or two to 

get them started. 

4 . Each msn aust mail us a report 'IIi th post offi ce cancellation 

on envelope from each to'IID worked. 

5 . tech post office in test area w1ll report totru. wee:.J;r B4l.ee 

to Superintendent of Postnl Savint.B Departcent, Post Office 

lleparbnen t . 

6 . All 5 men to report in llashington eve1-y Saturdey morning for 

review or ~ork and to clear up problems. 

7. Bookl ets to be available for these areas at rate or 50 copies 

per carrier. 
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Cgat ot Test. tor 90 Dayaa 

5 ..en • ~516.00 - ~2 1580.00 per IIOQt.b 

3 months - e7,74o.oo 

To Coyer f'ntiro Cguntrv - Cnll1nc on ill First . Second Md Third 

Clnss Port OCfic,o 

ToW 
1st Class 0CC1cea 
2nti " • 

5rd " " 
ToW 

1,007 
3,154 
9 , 569 

131 750 Oi'Cic!!s 

In some or the more spc.rsel,y settled territory, it would 
not be advioable to call as often aa once each month because or 
exceeoivo transportation costa . In denaol,y populated urban and 
suburban areas, more calls thtul average can be made ai'ter initial 
viaite. Therefore it is estimated thAt 120 men can cover all 
offices or the first three classes. 

1~0 men e ~516 . 00 - !61, 920 per month. 
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HK,Jr. t.old t.Ae group at. t.Ae regular II:~ aeet.1ng t.h1e 
morn1ns t.hat. 1t. bad been decided t.o e111plo,r t1n aen (wort.h,J 
oemooret.e) whoee dut.,y 1t. will be t.o call on poat. ott1oea 
and tollow up t.Ae sales ot bab7 bonde . New Jeree,y, Delaware 
and Maryland w1ll be uaed aa a t.eat. area tor t.h11 work. T.111 
men, he ea1d, would act. •• aaleaaen tor t.ne Un1t.ed St.at.ea 
Trcaeury . Each aan, he telt., could eall on t.hree t.o t1Ye 
post. ott1oee a~. 

T.l11a plan w1ll be followed t or a aont.h and 1t 1t. pro••• 
sat.1staot.ory, 1t. w111 be ext.ended t.o ot.her aeot.1ona of t.he 
Un1t.ed St.at.ea . 
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I oalled t.he Pree14ent. troa t.he 5&'1'07-Pl.az.a and t.old 
h1JI t.hat. IIAQ1 ot t.he b la lnelll"anoe OOIIIploD111 are 111"&111& 
t.hat. we put. out. a ~o-;vear boll4 at. ~. !Ae Pree1dent. t.holli!lt. 
tl111 ••• ..,.ey lnt.ereet.ln&. up t.o now we ha"'e ne"'er 1aaued 
anyt.llln& &bon a 1.3-U 7ear bonl.. 

so 

I aleo report.e4 t.o hill t.hat. I bad U4 a t.allt w1t.h Bell 
and lloin\,J're and t.hat. Bell bad t.old M what. lle wu preparln& 
t or t.he Prea1deot. on t.he aee4 loan Maeaae aDd t.hat. 1t. aound.e4 
Ytl7 enoo~. 
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SENATE 
{

Doom..,.,. 
No. 179 

WANS FOR CROP PRODUCTION-VETO MESSAGE 

MESSAGE ... ,., 
THE PRESIDENT OF THE UNITED STATES 

WITHOUT APPROVAL TBE BILL (8. 3012) 'ENTITLED "AN ACT TO 
PRO VI 0& LOANS TO P AJIM ERS POR CROP PRODUCTION Al\'1) 
HARVfl!TINO DORINO THE Y'EAJI 1934, AND POR OTIIER PUR­
POSES" 

l'lt••••n U (..U.ndar day, fn. 2e), 1930.-Rad; rd........t to lbo Commit-.,. 
.., ~euliure and F""""y and ordered to bo prinl<!d 

To 1M Sonalo: 
I return herewith, without my appr(ivaJ, S. 3612, a bill 8Jltltled 

"To provide Joana to farmen for crop production and buveeting 
du!!!tll the year 1936, and for other p'urpoaea." 

Thla bill authorir.e. an appropnation of $50,000,000 from the 
gtncral fund of the Treasury for Joana to Iannen during the year 
1936, for production of crop&-principally l6ed Joana. 

In approving U1e bill providing StO,OOO,OOO for crop production 
Joana for 1934"\lttated that I did ao on the theory that •t wu proper 
10 taper otr Ule crop-loan syatmt, which bad been initiated on a 
~scale aa early u 1931, rather than to cut it oO' abruptly, p...­
limlarly ainoe such Joana would serve a W!elul purpoee in a>:r eer­
l&iD f&nntra unable to quali!y for crop producbon Joana throu the 
-ly Mtablisbed fanners' production credit aeaociatio111

1 
an that 

lb. 1934 loan by the Govemmene-'Sbnuld thus bo oonaiaNed u a 
la{ltring-oO' loan. 

It ia true that I gave my approval to a $60,000,000 erop-produel.ion 
loan for 19351 but thit loan wu primarily for relief pu~ prioci­
pol.ly in tho arougbwtriclceo areas, and I reoommooded to tho Coo­
gt!Sithat tbo 001~ of such Joana sbould proper~ bo defrayed from the 
appropriation for relief urpoees. Acootdio• y $00,000,000 wu re­
appropri&ted from unobrigated balances uo er allocationa lrom the 
•PJ>ropriation of 1626,000,000 for relief in stricken agricultural area& 
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oontaio<d in the Em<I'J!"n<1 Appropriation A .. ...-! ~ P<erioua 
ytJir , 

Ln my Budge< m ... age, LranamiLting the 1937 Budget, I otaled: 
IC the Cous:reu enac~ lt~:III;Watlon a\. \b. tom.lng .teaioa whlc.h will lm 

.ddlllon_al rbargC~t upon tho TroA~~urt lor whieb pro\•ition S. not. alrcad ':i: 
In thJ• Uudget, I atrons.11 \lr(O tha" a.ddJLiorLAI taxes be provldod t.o oo!..r r:ueb 
char!Jct. 

No provision wu made in the financial program lor tho lltcal 
, .. , 103&, or tho r ..... l year 1937, fo• additional crop loano ond not.. 
withstanding my Bud~'"' at&tomenl, quo&.d above, the c.;ng...;., b 
this billaulhoriz.eo an additional draft upon the Treaaury for $60 ool 
000 for new c:rop loa.M, •ithout. making pro,~lsion for any revto'u. &; 
cover sueh loans. 

Uowenr, while I am "'turning this bill without ltl1 appronJ 1 
recogniJe that there a till uiaL& a need for cro~produetlon toano 'to 
farmen1 wboee ... b ""tUi..,m•nL& ""' ao small that the open~""c 
aod ""l':rvieory eooll!, aa well AI tho aredit riak, make credit 1111 
anilab e I<! them at this timo through the usual oommerolal ehanneb 
and who, l!·n)688 ext.ended tuMiat.aneo or ~his charaoter, would no 
doubt find 11 necos.'lllry I<! eook aomo other form of relief from the 
Oovoromont. Tbis is pariJoularly true with respect to thoao arou 
lo which unusual condltiQna pro vail boca use of dro"'M du1L '"'"'" 
ftooda, rust and othar unfo""""'n diaaoton. ' ' 

l fully ~ wi~ tho Con~ that provision &bould bo made for 
aueh borro .. ·e,.. dllltllK tho year 1936, but I feel that other borrowm 
abould -k eredit eloOwhere. 

I am oon..u.-1 tb&L tba imm~to and aelual needo 10 wbidl 
I han ref~ UD bo mo~ d...nn, the .rear ID36 by an oxpendit""' ol 
Iundt materially!,. than that propoood in tho bill under diaeuooioo.. 

}'U~thermo..,,. th- n~. can bo mot, without tho noceoaity of 
enacllog authorwng loplat10n1 tlli'Ough an .Uooation of Iundt b1 
m~ l'."'m the appropriat•~ provided in <ho Emergency ,R•lief Ap{"''; 
pnahon Act (or 1935., wluch •ppropriation I am in(qnn&lly adviM!d 
by tho Comptroll~r G!"'o~al of U1o Unil<ld SuiAlo, can bo utili"'~( lor 
IIICh lo•fill 1\$ I ~ugh• 1nd1CAIA! by Executive order I<! be dooira~lo and 
noo.o~· as ralicf meA&I.U't'l 

1 ~lie~·e, tb...,lere,, th•< • apocia) appropriation by~ tho Congreot 
at 1~11 time 11 both madv•~ablo and unnooeasary. That boing ao, 
and u> 1\1• absence of o~h logi.!lation, I propoee in order 10 meet t.bit 
need to wue an Exeeutave order within the nen few dayw. 

Fa"--"l'ICLI:s D. ROCMan:vr. 
THE \VolT& Uou .. F. • 

"'""'" 16, :9$8. 
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Bell told HK,Jr. yeaterday morn1n& ~t over the week-end 
he d.1eoovered that. t he mon8l' the7 were &Oin& to get troa the 
Regional Agricultural credit Corporation. ia 1D the Bud&et and, 
t.heretore, thia 110ney otr.no\ be t.aun tor aeed loan. It was 
very tortunate ~t Bell diacovered t his, because it tbe Prea­
ident had ai&ned the aessage t.hat Bell prepared and it was then 
d1Bcovered that we could not use t hia money t or seed loan it 
would have been very embarraesln&. 

Bell sai d he 
the President the 
t r oa Hyde Park. 
that meeting. 

had talked to Kcint7re and arranged to aee 
tiret thin& tueadaf morn1n& when he got baok 
HK,Jr. laid he too wanted to be preaent at 

HM,Jr. told Bell that 1t no other 110ne7 can be toUDd tor 
aeed loan, it will aake it all the 110re neceaaary tor the 
President to veto the bill. The Secretary called Mcintyre 
and &\18Seated that the Preaident oU&ht to •l&n the nto .. ••a&• 
and 1aaue u . rroa H;yde Park aa U would then releaae hia h'oll 
the preuura on the Hill. Mcintyre laid he cou14 not take 
it up with the.Prelident and su&&eated ~t Bell and HK,Jr. 
oome to the White Houle Tuesday morning and diaou11 1t turther 
with the President and tell hia that the aoney they thoU&bt 
wee available tr011 RAOC ie 1nol'Uded in the Budget and tor that 
reason cannot be uaed tor aeed loan. HK,Jr. remarke4 that it 
should teach the men on the Hill a 1e1eon eo they will be sure 
aon8l' ie available betore t.he7 put thrOU&h a b111. 

52 
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Yr . Oaat.on and Mr. lloRa;rnolda d1aouaaed w1t.h the 
Saox•et.ar,y the adT1aab1l1t.1 of h1a •Una a nne-reel 
p1ot.ure on t.he bonue boncla, ahow1ng t.ha pre ease at the 
Bureau ot ingr&T1ng and Pr1nt.1ng go1Ag at. full apea4 so 
that. t he bonds will be ready tor del1Tery on t.he l5t.h 
of JWle . 

Hll,Jr. refused to ll&ke the p1ct.ure and t.ol4 t.he aen 
hU reas on, oont1dent.1all,y, was that. t.he Pres1dent had 
det1n1t.el.Y told h1a andBell that. he do88 not want the 
bonus to appear 1n the Ju46et tor t.h1a t1soal 7ear. 
Hll,Jr. said that he mows the reaction ot t.he publlo 
because ot t.he de~ w1ll be Tery bad but ltnow1ng how 
the Pres1dent feels, he, HJI,Jr., det1n1tel,y w1ll not 
ulta the aoTle or k han aey part 1n the publ.1o1\f. 
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Burgeaa and HK,Jr. haYe had aeYeral dieouaa1ona 
about the March 15th financing. !~ HK,Jr. told 
Burgeea that he waa under the t.preea1on that at the 
ti.lle we offered to the publlc the $450, 000,000 of billa 
maturing Karch 15, Coolidge aade the statement that 
there would be no conversion priYilege and t he7 would 
be pa1d 1n oaah at maturit7. However, it ie HM,Jr 11 
wishes that when he makea the announcement on March and 
of the Government's financing he will include a conver­
s i on priY1lege for the billa which mature Karch 15. 

54 
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Monday 
February 24, 1936 

i!K, Jr : Hello, George -
Geor~e 
aarrison: Yes , Henry . 

HJ.I, Jr : Good morning 

1!: Are you back in Washington? 

HJI ,Jr: Yes 

H: I see . 

'(,Jr: George , there ' s one phase or this financing which I 
wish you' d particularly turn over in your mind 

H: Yes 

BK, Jr : I've discussed this thing with Burgess and he and I 
are a little bit on the opposite sides or the fence -

B: Yes 

HII, Jr : Nothing serious , but - and thntis .the question of 
whether we ' d take the four hundred and fifty million 
that comes due on the fifteenth or March and give 
them the right to convert into some new issue or 
whether we pay it orr in cash. 

H: Yes 

HII,Jr : Now, it has its advantages and disadvantages . The 
Treasury proper - people l ike Bell say mechanically 
it's easier to handle if we let them convert. 

B: Yes 

BY,Jr: The other - the public relations aevantages are that 
we ask for "x" million new dollars and then whatever 
we ask for we have to add the four hundred and fifty­
it looks t hat much bigger, see? 

B: Yes 

llll , Jr: 

B: 

..:=.i ,Jr: 

And the only headlines we get is when we announce it 
and whatever we ask for we ' ve got to add four hundred 
and fifty to it if we pay it off in cash, see? 

Yes And I think you can handle that now. 

The ot~~r advanta&e - I aa going to gi ve you all 
the advantages, you can get all the d i sadvantages 
fr<D Burgess is that we also could say 
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Hll , Jr : 

1!: 

I!II,Jr : 

H: 

HII ,Jr: 

8: 

!IK,Jr: 

HM, Jr : 

H: 

llli , Jr : 

B: 

EII ,Jr: 

li : 

HII ,Jr: 

B: 

BII,Jr: 

B: 

-2-

that we 1 re taking a bill $nd converting 1t into a loncer 
term i ssue, see? 

Yes 

I'm giving you the advantages and you can get the dis­
advantages from Bur gess. 

What ' s he want - pay in cash? 

Yes - well , Coolidge made n kind of informal announce-
~ent to that effect when I was abroad, see? that 
we would pay it off 1n cash. 

Oh 

But there 1 s nothing bindint: and we can change our mind. 

YP.S 

See? 

All right - well let me think it over 

I've asked different people - when I tell it to them 
nobody seems €o have the slightest recollection 

I didn' t remember it. 

Ylell, he did - in a sort of conference he said they'd 
most likely be paid off with tax money . 

I believe I do remember it no~ that you remind me of it . 

But the d i stinct advantage is - from our standpoint is 
we do give them a conversion privilege . 

Yes 

But , I'm telling you , Burgess has distinct dislikes for 
it and you can get those from him. 

Yes, I'll get that from him. And I - I ' m planning 
possibly to be there tomorrow and I am I'll come in and 
see you. 

Yes , but call me before, will you? 

all right . 

Regraded Unclassified 



6 : 

!!II,Jr: 

H: 

liii,Jr : 

H: 

Hll,Jr : 

H: 

Hli,Jr : 

llll,Jr : 

H: 

Hli ,Jr : 

H: 

llii ,Jr: 

H: 

llli,Jr : 

B: 

Hli,Jr : 

H: 

-2-

that we ' re taking a bill and converting it into a loncer term issue, see? 

Yes 

I 1m giving you the advantages and you can get the dis­advantages from Burgess . 

What •s he want - pay in cash? 

Yes - well, Coolidge made n kind of informal announce-ment to that effect when I was abroad, see? that we would pay it off in cash. 

Oh 

But there ' s nothing binding and we can change our mind. 
Yes 

See? 

All right - well let me think it over 
I've asked different people - when I tell it to them nobody seecs to have the slight~st recollection -
I didn ' t remember it. 

Well, he did - in a sort of conference he said they'd most likely be paid off with tax money . 
I believe I do remember lt now that you remind me of it . 
But the distinct advantage is - from our standpoint is we do give them a conversion privilege. 
Yes 

But, I ' m telling you, Burgess has distinct dislikes for it and you can get those from him. 
Yes , I'll get that from him. And I I 1m planning possibly to be there tomorrow and I am I'll COlli& in and see you. 

Yes , but call me before , will you? 

Yes all right. 

Thank )'OU 
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~,Jr: 
Jlarriner 
Eccles: 

HJI,Jr : 

E: 

l!li, Jr : 

E: 

!!ll,Jr: 

E: 

HJI, Jr: 

E: 

HII,Jr : 

E: 

HII,Jr : 

E: 

HII, Jr : 

B: 

HM,Jr: 

E: 

Hll ,Jr : 

L: 

HII, Jr: 

Hello 
s. 

Bello 

Good morning , Marriner 

Good morning 

How are you? 

I ' m fine , how are you? 

I'm pretty well. 

KGnday 
February 24, 1936 

Sorry 
away 
or 

to hear about Urs . Korgenthau•s mother passing 
was it unexpected or is she an old lady 

llo it wasn't unexpected . 

I see . 

? 

No - she ' s but those things happen to ell of us . 

Well, that' s right when 
past a certain age . 

especially when we get 

Yes Warriner , in regard to this coming financing , 
there's one particular phase I wish you'd think about 
and if you' d t alk about to your associates I ' m giving 
you forty- eight hours t his time . · 

(Laughter) All right . 

There ' s four hundr ed and fifty mill i on dollars worth of 
bills coming due on the fifteenth of March 

Yes 
Vfuile I was in Europe Jeff Coolidge said that we ' d pay 
t hose off out of tax receipts - would not give them the 
usual rights to refund, see? 

Yes 

Bell o? 

Yes 

There are distinct advantage~> 1n giving them that right 
although they were t old that they couldn't have it last 
Septe::~ber, see? 
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Yes 

The advantages are these, that whatever ~aunt or new 
money we borrow we'd - you 111 have to add tour hundred 
and fifty million t o it, you see? - if you pay oft 1D 
cash. 

Have they got any or our 

Vi ell, let "x" - let six million dollars , I mea n, use -
this isn ' t the right let ' s say we 've got to get five 
hundred million dollars new money 

Yes 

Well, if you pay off these bills that are coming due you' d 
have to add four hundrfld and f ifty 

Yes 

- and the papers would say we were buying nine hundred 
and fif t y -

That ' s right 

If , on the other hand we gave them the convers ion privi­
lege we could - the papers would only say we were buying 
five hundred mil lion . 

That ' s right . 

see? 

That's right. 
tllat 

Now, they argue - the people/don ' t want i t say say 
that we • re handin.l\ t hem !looeth1ng which they 1 re not 
entitled to . Well it's we not handing them a hell or 
a l ot - in certain rights, you see? 

Well, of course you've always done that 

We •ve always done it. 

knd unless you - unless you expect to discontinue i t -
i t seems t o me that it would be rather upsetting and -

In the ~re, as long as I'm here , we're alwftys going to 
do it that way. I mean, that is , give these people rights. 

Yes well, you'll have t o take care of them that way 
this time then, won't you? 
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Well, that ' s the argument that ' s the a rgument 
that ' s , I think, the only a rgument we ' ll really 
we 111 have ~ednesday - the only real one , see? 

But you will take care 
right ? 

to give them the 

The right to convert 

Then you ' ll get so much new money . 

That ' s right 
money can be 

and whatever we ask for in new 

Yes 

Those other things simply are conversion bills which 
are coming due. 

Oh s o it's real ly only five hundred mill i on and 
not uine? Whereas i f you pay them off in cash it ' s 
nine . 

That's right 

Yes , that's right, that ' s t he way i t looks . 

See? 

Well, I think you ' re perfectly right on this other 
basis. 

flell 

That ' s my opinion . I 

Some of t he people are going to t ell me we can ' t do it . 
we can' t do it we should do i t. Now from 

a mechanical standpoint Beil, who is responsible for it , 
be ' d much rather see t he conversion, he s ays it ' s much 
ea sier t o handle. 

Than to pay off and redistribute? 

Yes 

Yes 

He said from a mechanical standpoint he ' d much r ather 
see us l et t hem convert . 

Y~s 7es Well, I thtnk i t ' s better !roo a psycho-
logical standpoint to convert . 
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\Veil I wish you'd think it over . Listen, do you 
ever get up early enough to walk down with me? 

Well, I c!W do it, but (laughter) I'm not a very early 
riser. I - I ' m one of these fellows that works 

Do you want to walk 

everybody else go to bed . 

Do you want to walk down with me tomorrow morning? 

I'll be glad to . 

I leave the bouse at eigbt-tw~nty 

0. K. 

Stay up all night and then you ' ll be there. 

0 . iL , then 

All right. 

that' s right, eight-twenty -

- in the mormng . Are you do you still feel 
are you still flguring on y~ur financing along the 
line you discussed with - Burgess? 

Yes, and I 1ll talk to you about it tomorrow morning 
when we walk down . 

Fine 

You ltnow I live twenty-two-0-one R - ? 

Oh , golly, I forgot t ha t 
ov er to the other place . 

Twenty- two-0-one R 

Yes - twenty-two- 0- one R? 

And i 1ll see you tomorrow morning 

Eight- twenty 

Eight-twenty - better buy an alarm clock . 

All right (Laughter) 

All right 

Al l right - ( l aughter) Goodb7e. 

GoodbJe. 
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February 24, 1936 

Hello 

Yes 

Hello, Ur. Young 

Good morning, Wr. Secretary , how are you? 

Fwe how ere things up i n Boston? 

Pr etty good 

There ' s one particular phase of this financing which 
I wish you'd t hink a bout before you come down 

Yes 

And that is t his : - This four hundred and f i f ty million 
dollars worth of bills which come due on the fifteenth 
of March , if you remember while I was gone, Jeff Coolidge 
sa id that they ' d pay more for - out of tax receipts. 
I ' m interested intb1nking over whether or not we couldn't 
give those bills a conversion privilege and not pay them 
off with cash, see? Now there are arguments on it for 
both ways , see? 

Yes 

People say convert a bill into a longer issue but I think 
that that ' s all right . The cain t~ing that I don ' t like 
about it is 1f we have to pay it off 1~ cash, whatever 
we ask for new cash , it just adds four hunnred and fifty 
on top of it. And in the newspa pers to the man who is 
a financier it Just makes it look that much bigger, see? 

Yes 

And unfortunately just at this time they'd play up 
everything l i ke that , you see? And from a Treasury 
standpoint froc a me~anical standpoint, a conversion, 
they tell me in t he Treasury is much easi~r to handle. 
Now, I - when you come down there ' s considerable 
discussion on that particular point, whether we should 
or shouldn't , see? And I' d like you to think it over 
and if you would talk it over with some of your assocl a\ea . 

All right, I 'll be very glad to do that . 

You get what I aean? 
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Yes 
there 

and I u leaving Tuesday night - and I' 11 be 

Yes 

Wednesday morning. 

But that particular point , I mean , we have a perfect 
legal right to offer conversion -

Yes What did you have in mind , about five years? 
- or longer? 

Oh, you mean as t o what we 'd do? 

About the conversion. 

\'I ell, we 1 r e t hinking again or two d ifferent kinds of 
securities . 

I see . 

I mean a five year and then a medium bond 

Yes 

See? 

Yes 

So they ' d have their choice . And we're t a lking of 
picking up the April maturity also . 

Yes 

You see? 

I see . 

So, if we pick up the April - it's five fifty-nine there 
and the March is four fifty - a little, roughly a little 
over a billion dollars . Then on top of that we ' ve got 
to get our new money . 

I see . 

Now, if we add the Karch four hundred and fifty to the 
new money it makes an awful big wad . 

!$S 
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or ccurse, actually it 1 s no more , but when we u.ke cur 
t.nnouncement tbat makes the headlines - what we do 
subsequently only goes on the financial page . 

I see . 

You see? I meaii, it just so happened while I was 
away at a Press Conference Jeff sort of said, 'This 
money that comes due - we'll pay for i t out of tax 
receipts \ But that isn't binding in any sense . 

Yes 

I mean we can change our mind. 

talk it over with some of our people 
that 

No, I ' m calling you today- so/you would have forty­
eight hours to thin'1 it over. 

Yes , all right. 

I mean you can see there are arguments on both sides . 

Oh, yes , I can see that right away . 

Yes , thank you. 

All right 

Thank you . 
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h'bruary 24th, 1936 • 

.Uahtant SecNtaz, Taylor and Mr. llcBe)'llolda ware told 'b7 
the Secretary that it waa hh deaire to limit tor the preaent the 
aaaignment ot apecitic dutiea to Aasietant Secretary Ta;rlor to: 

1. The bandlllll: ot Gold and Silver and Jore1sn hclwlga 
Dlllttera - thoae thilll:l oomllll: through llr. Lochhead: 

2, Acting u the Department '• contact with tbl State 
Department on Yarious comr.dtteea, lacluding the 

.cocmtttee on Commercial Polic;r; &Dd 

!.!r. llcRe:rnolda wae directed to prepare the neceaaery ordara 
covering theae mattara and to preaent at stat! meeting tomorrow a 
le ttar tor the Secretary'• aignature to the Secretary or State 
daaignating Aaeietant Secretary T~lor as hie repreaentat1Ye on 
the State Depart~nt Committee. Thie draft of letter ie to be 
diacuaaed and cl eared 'b;r Ur. Oliphant, Vr. Tarlor and Dr. HB&I in 
the meant~. 

The Secretary alao aaked Ur. llcBaTftOlda to consider thl 
adYiaebHH;r or plaeinc on Vr. UplwD the ruponli'b111t;r tor handline 
the ban1d.ng contacts ot the Depart-nt w1 th the Yarious other 
Government ~nciea with whom the Treuur:r. daala • 

• 
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February 24t h 

Discussion about Scagrams Canadian liquor case . 
Quertion i s whether to sue or settle . 

A meetin& was held at 10: 45 this morning in 
secretary ~orge~thau ' s office on the above case . Those 
present were Secretary ~orgenthau, Ur . Oliphant, Ur . Graves 
nd Kr . Eli Frank, Jr . 

Mr . Graves: I made it plain that anything I may 
have s •id was subject to approval or ratificati on by !.lr . Oliphant . 

Mr . Morgenthau: Who made the suggesti on that they 
aay pay three o~ four milli on dollars? 

:.lr . Graves : lllr. Whitaker . 

l.lr . Oliphant: Be knorsmore about the case than 
lll'!Y othet living man . 

r.!r . Graves : Vihitaker was approved here. 

Mr . Morgenthau: Uow Whitaker suggests that wo 
take three or f our million dollars? 

t.lr . Graves : \'obi taker said 
that ther £ should be no cash settlement . 
four or five million dollars . 

that he agreed with us 
He had 1n mind three, 

Yr . Jorgenthau : ~at do you say? 

'Ar . Graves : Tbat, in consideration of the f act that 
they told us that our critllinal case is a poor one, we have only a 
poor :h~nce of succeeding in a civil suit . 

Yr . Llorgentho.u: Boiling 1t do\'m do you go along 
1r! th ',1Jitaker? 

Kr. &raves: Yes on that condition that the 
settle~ent is a subst antial one . 

l(r . ~rgenthau: l'!ho repr esents Oliphant? 

Mr . Gr aves : lolr . Frank and Mr . Klaus. 

56 

Mr . Oliphant : Mr . Fr ank was under rigid i nstruct i ons 
tro10 mt> never to l e t the outsi de know in case I took the oth r view. 
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baCk office? 
Mr . Uorgcnth~u: Do you suppose Frank i s in your 

Mr. Oliphant : Yes . 

Mr . !orgcnthau: I ' 11 &l\t him in. 

Mr . Graves : This conference was quite protracted . 
re were there two hours and a half . 

t!r . IJorgenthau : If we shoul d go to Court , what 
Court does that appear in? 

Mr. Oliphunt : One of the Di~trict Courts . 

At this point the telephone rang and Ur . Uorgenthau 
talked with 5r. Eccles . 

Ymile Ur . korgenthau was talking on the telephone 
lfio . Prank came in. 

Mr . Morgenthau to Yr . Frank: (Explained to Frank 
what tt.e discussion was about and then said, ) Do you recommend 
we sue or settle? Say yes or no. 

Mr . Ft·ank: I think that i s impossi ble at this time . 

Yr . Uorgenthau: You ' re a good lawyer . 

Mr. Frank: It all depends on what they do . The next 
move is up to them . 

called 
suo or 

Ur. Morgent hau : 
on the phone and told to 
settle . 

~fuat is the next move? ! was 
give an answer whether I uould 

Ur . Oliphant: One new fact to t ake i nto consideration. 
I haven ' t had a chance to go over the record the way I want to . 
There is a matter of subst ance . They have done us out of this 
revenue - whether or not you can convince tho Court . I f as a matter 
or sub!t&nce - as a matter of broad morals they are guilty and did 
deprive us of the r evenue, as I think, th~re i s every justification 
to proceed with the legi slati on. Hester tells me t here has been a 
radic •l change up on the Hill with r eference to the legislation • 

.Mr . Uorgenth&u: What does t hat legislation do? 
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Mr . Frank: That merely helps us to get jurisdiction 
over them by refusing to let them import any liquor . 

Wr . A~rgenthau: Any company who has a tax case 
pendin before the Treasury cant t import liquor unless that case 
1s settled - i~ that right? 

Mr . Frank: That i:J risht. 

!.lr . Morgenthau: I gather in talking 1Y1 th Oliphunt, 
and I have known him for three years now, that he is not ready. 

llr . Oliphant : No . 

Ur . :!orgenthau: So I will postpone this until you 
c·e ready . VIe will wa1 t and you consult with Graves and when the 
three of you are ready I am ready. 

li!r . Frank: 'l'lh1t ,ker wants to be sure that what 
~. GrLves and I said on Thursday afternoon has your apyroval . 

Mr . Morsenthau : Wha t did you say? 

l.lr. Frank: I said we saw no rea son at this time, 
commencing action, to talk to these people . 

Mr . Oliphant: llo I wouldn 't do that . 

Mr. Yorgent hau : No, Graves put it up to me and I 
told him that he could not tell them anything until Conday. I 
wouldn ' t be rushed . I wanted to t alk to Oliphant . This matter 
has been pendi r.g for a year and I wanted to wait until Wonday . 
If you w~nt beyond that you are out on the end of a 11mb. 

Mr . Graves : We are not out on the end of the 11mb 
because we said what we said there was subject to ratificatjon or 
approva l here . 

Mr. Morgenthau: No Canadians present? 

Mr . Graves ~ No . 
1.1r . !.!orgenthau: We will sit tight until Oliphant 

has a chancP to settle this thing and that ' s that . 
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Bello, Kr. Conb07? 

Hello, Kr . Secretary 

Yes, sir 

llonday 
February 24, 1936 

I 1 m very sorry - I 1m sorry you had to go up on that 
very sad mission the other day . 

Yes, it was quite sad. 

And t here 1 s a man whose naa3 has been sent down to you 
f or this position that was made vacant by the transfer 
of - of Bob J ackson. 

Yes 

His name in Leo P. Dorsey . 

Yes 

I think you have his name down there. 

Yes, I have. 

He used t o be in t his office . 

Oh, yes 

And he was made counsel t o the Home Owners Loan Corpora­
tion -

Yes 

And has been working there practically since the or 8ani­
zation of that enterprise. 

Yes 

He graduated from the University of Pennsylvania in 
nineteen hundred and twenty. 

Yes 

And tr011 HarYard Law School in t wenty-three. He was 
or1g1nall;r over with - with the Hornblower firm - what­
ever the name of it was at the time. That's - that was 
the f irm that/James Byrnes was in you know at one time . 

llr. 
Yes 
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Former Byrnes , Killer and Potter . 

You know I've got his complete record 

Yes, well, I 

Yes 

I can tell you this about him 

He i s unquestionably honest 

Yes 

- industrious 

Yes 

and courageous 

Yes 

Re has had a very excellent training in connection with 
matters relating to corporate management . 

Yes 

And he is very well versed in matters with reference 
to corporate finance. 

Yes 

It is my understanding that he has done a very good and 
thorough Job a t the Home Owners Loan Cor poration and he 
has acquired some experience in connection with adminis­
tration affai rs in that respect. And f or the - for 
that type of work 

Yes 

Work that that calls for an intimate knowledge of 
and experience with matters of corporate management 

Yes 

- and corporate f inance - he is an excellent man . 

Of course t hat isn't what t he Job calls for. 

No in connection with corporate management and 
corporate finance of course he has had a good deal to 
do with the tax problems 

Yes 

Regraded Unclassified 



~,Jr : 

C: 

I!II,Jr : 

C: 

Hll, Jr : 

C: 

Eli,Jr : 

C: 

Hli , Jr : 

C: 

Hli ,Jr: 

ot cor por at i ons . 

Yes 

- 2-

And i n that fashion has obtained a famili arity wit h 
tax matter s . 

Yes 

Now that - t hat I t hink comprehends my general 
opinion with regard to his abi lit y . He ' s - he ' s 
very peaceful 

Yes 

And if the position that you have down there would 
call for the kind of work th't he ' s capable of doing 
he ' d make a good man for you . 

Well , I appreciate very much your calling up. r •ve 
bad this from now a number or sources and we 1r e 
checking his record very carefUlly . 

Yes 

And I thank you for calling me . 

All righ t , thank you, Mr . Secretary . 

Goodbye . 
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gmrw . P'OR !.I.I uey;ems 

In 11\Y last budget ~~~eeaage, I dirt!cted attention to ., 

ststement in t he budget SUIIIIIation of Septeaber )01 19)5, t hat, if 

attacks on processing taxes were sustained, the cou.ntry would ban 

to race the problea or financing existing contracts for benefit ~7-

aents out or soae fora~ ot new taxes . I said 4ls o that llddit10114l. 

chargee upon the Treasury, for which provision wu r:ot alreaey made 

i n t ho bullget , should be a ccompanied by addJ.t1on41 tsxes to cover 

t hem. In pursuance of this fixed budget policy, I am impelled by 

c;v<:ntll • hich have taken place since those ststements wore made to 

reco.-end legislAtion to provide additional Federal revenues. 

I recoll!tend that, in fi'BJli.ng tax legislation the Congress 

consider: first, i .mposing suitable exci£e taxes on the processing 

ot tann products; second, taking for public uso a substantial. part or 

8/17 unjust enrichment resul tiag from the rot.un or non-paylt8nt or 

Federal excbes; and, third, Mldng a change in our general tax lan 

w'dch will produce substantial. revenues and , at the saJOe tir.e, greatly 

iaprove our general tax structure. 

Processing Tax~ 

As ono s ourc8 or rcv~nue to meet Treasury requirements, I 

rocOlii:IIOnd an excise tax on t he processing of certain ngricul tural 

products . As l!l&tters now stand, the total annual uount obtained 

troe this tax should be eubatantially lese thsn t!Jat froa siailar 

levies in 19)4 and 19)51 'Uid, in order rurtlvlr to reduce tbe tax a!focti~ 

particular colllllloditiea, the n\Jlllber of collll!lodi ties so tt>.xed should be 
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lJlcreued. I rec: ml! lonr ratea aDd the bro&dming or th18 80111'Ce 

of reYeue, iD tM 1Dter•t or relatinlT low tax per IIDit 8lld or 

ma.inta1n1Dg prMet o~itin relationahipe --a the producers, 

procea.on 8lld OODa'-r• o£ the various products. 

OUr experieace rlth taxes derived troa the proceaa1Dg or 

agricultural products 1Ddicatea that the tax wu boJ'Ile U.O.t 11bollT 

by the conauaere iD the caae of some com.odit1ea, aucb as cotton 

and wheat, and that 1.n othol'a , such as ho~a, the tax wu iD ef!ect 

doducted froa the ~~arket price paid to producer~. Lower rates of 

tax on the proceaa1Dg of 80re co.-.d1ties will redoce the OODtri­

but1on to Federal rP .. IIDUaa llllde by those whose bud,gets were cbietl;r 

affected by co~tiea praviou&lJ- taxed and alao br the producers 

of those products. 

There 1a available to the Coogreaa the experience of the 

Treuurr De~t and the Departmeot of Acriculture rlth the 

previous tax, which should be he.lptul iD fi:dllg the lower rate., iD 

enlargiDg the group of oonrdities the procaaa1Dg of wb1cb ia to be 

taxed, and iD lllllld.ng auob adjuateeota aod apec1&1 proviaiona aa 

f tU.rnesa as.r require . 

Windtel 1 InsQM 

Proceaa1Dg taxes, iapouoded by the lower courts aod &80unt­

lJlg to ~tel;r $180,ooo,ooo, he ... bee ordered ret'UJ'Iled to the 

proceaaora. In addition t.bere are ctber unpaid proc-iD& tuM, 

which can not now be oollaoted, approxiM.t1Dg $40, 000, 000. The 
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burden or these two cla88811 or uncollected texea, eq~ with 

tbclt or the proeeasing taxes act~ paid, w1u, in the aiD, 

puoed on to COIUI1m8rl or taken Ollt or the price pe.id producers. 

The Concre.. reeocnised thia fact last .tquat aDd prorlded in 

Section 2l(d) of the Acriculture.l Adjuat.ent .let that, in the ennt 

or the inY&lidation of the processing taxes, ool7 those processors 

who bad borne the burden or these taxes should be peraitted to receiTe 

refunds. 11e.niteatl,y, the return of the !.pounded t\mda and the 

fa.Uure to ~ taxes tblt were passed on reault in unjut enricb-

11811t, cont.l'arJ to the spirit of that enact.ent. In all fa.i.rneea, 

neither the processors nor their distributors should be in a better 

position then bad this tax l1abllit7 never entered into their cal­

cule tiOIUi o 

Untortuua~ it is not possible to return to each indiTidual 

coMUMr the tax which ... peseed ca to h1a in the pricea he paid, or 

r eturn to each indindual producer the ...ount which was tel:• Ollt of the 

prices be receiTedJ but b7 suitable legislation aa1ch of this can aDd 

should be added to the Federal rflT1!Diles for the benefit of the countrr 

as a whole . 

I, thenfore, rec:o..nd tb&t the ConcJ'eas -ct appropriate 

legieletion to tax this windfall ~. 'l'his legialation Jl1&ht wall 

be IIOdaled &tter the war profite tax of Fabru&J'7 24, 1919, which 
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taxed at vary high rates oct income received i"roa Gove1"tllDent contracts 

executed during the War . 'l'hc considerati11o& of what ia fair and in 

tLe public interest, •hich proapted the Congreu to tax heavi4' the 

large war profits reaul.ting £roa Governaeot c ntr 4cts, e~ juati.fy 

the iaposi tico of the t6X now propo1Secl . 

I recomaend that, .for simi.lar reaeons , the Congress consider 

alao the general appl.l.c4 t ion or this principle to the unjust enrich­

aent resulting troa the return or non-po,)'IOlellt o.f any Federal exclse 

wh.icil bas been pe.asecl on by the taxpa;rer. 

l!!Jltorlng the Tax structure 

'l'be present necessity to provide additioDAl revenues sl~uld 

be uned further to improve too general to.x structure by legislation 

to r educe tax avoi dance and otherwise to equalize the tax burden . 

Tbere is a change in tax law whicb should be asde now 1o pursuit of 

this two-fold aia. This change can not be passed on 1o the fora or 

iUgher prices to con&UoilerS or lower wages to ffOrlcers , and it will not 

reduce corporate profits. 

I recollilll~nd the enacwent or a w1 tbbel.d earnings tax. Eve~• 

since the adopti~;o or Federal surtaxes on personal incoliles, their 

effective and uni.fora application to personal inco..ee bas been circua­

ftlltecl by the uae or the corporate fora of busineu organizatian. The 

Coneress has repeatedl;r atteapted w stop the nas.lon of surtaxes by 

this device 1o s series of enectaents begiooill& in 191:1 and extend!JI& 

to Seotion 102 of tbe !!enDue Act of 1934. Ik.lt these aeasures han 
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aot b- eneou.... ~ the 7ear 1915e • .,.. ta,ooo,ooo,ooo of 

corporate profite, which, ae earned, should be added to the inc~ 

of stoclthclders aDd there texed aa other peraODDJ. iDeo., will, 88 

attere DOW staDd, be withheld troa stockholder• b7 tbose in control 

of corporatioDII , aDd the GoTernaent will, in one 7ear &loDe, he thlla 

depriTed of r enme &IIOWiting to $8Xl ,OOO,OOO. Liaita mat. be eat 

to the power of the anaae .. nt of such corporations so great17 to 

infiuanca the sources of rennue a'rnil.lible to the Federal GoTartU~~ent , 

Sv.ch withholding of earnings tro. stockholders is pre...entiD& 

a unitono n~cati.OD ot tha tex on peraOD&l incoMa, In prectical 

operat1.on, it is dr,n"irlng s tockholders ot u opportunit7 to decide 

wlwlther tbe.T wish their tlmds to remin in these corporations or to 

be put to other uses, and it is augmenting corporate surpluses alreed;r 

of a. IIIBgtlitude chL'.lenging public attention, 

During t he past few decades , we hen witneaaed the rapid 

&rowth of corpoao&tiou t.Dd a correspolld.ing decline of p&rtnership 

and ind1rldual enterpriaes, In thi.s struggle of sall buaineas to 

aurTin, the Governacnt baa DOt been nwtral b acauae this trelld baa 

lleen eteri~ accelerated b)' the operation ot our tax laws, Thaae 

laws diacri.Jdne.ta against buainesa MD who conduct their entarpriee1 

as 1nd1Tidual.a in taTOr ot tbose who do so UDder the corporate tono. 

In the latter case, profits are t..uble onl.1' at the ralatbe low cor­

porate rates, wbereaa, in the to~ case, protite ere .abject to 

nor.al. t.e.xea and to aurtexea &lao. It is true that corporate ea.J'11incs 
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wnen distributed are subJect tc the surtax in the blinds of share­

holders. But the fact i s that such atupenoou.e sums of earnings as 

I have indicated are year4' l'lit.)lheld .hom distribution to s tockholders 

and they are either never subject tc the rurtt..x or such tax liabillt;y 

is long postponed. 

It is the withholding of corporate e..rninge fioJI stcckbolders 

th.. t has lliS.de pocsible tbe expansion ~,;f corporate enterprises through 

tho automatic reinvestment of earnings . This baa fostered t he rapid 

dlaplacement of individual. proprietors and suall businesses b;y cor-

por· tions of undue size. lioi"'oillll corJ)Orate developo:1ent i s , of course , 

de . r able . lleaJ.t}V corpor .. u life rel:(uires gr wth and constant adapta­

tion t o the cbang.lng indus tria.l end social s cene. Neverthel e&e , in 

a democratic society, real control over tho inves tment policies of 

corporations should ro&t l'lith t e sharoholdor-owners . 

Fiscal necea3i t y 1 no l ess t r.an desirable public policy 1 re­

uire" equal. taxation of all corporcte ;"TQfi tt. 1 wheLer reinves ted in 

the bws~ess or distributed tc stockholders. In addition tc the 

preaent corporation i ncone tax, a tax at t he rate of ~~ on t nat por­

tion of t he net inco:•o of every corporation which is not distributed 

to the stockholders is, under existing incooe tax r ates , required to 

, ro·u.de eQuality of taxation or all corporate oanli.ng . I recoll:lend 

.l.ts enactment. 

Such a tax will not ret!u-d but &tillul..t e enterpri se l4nd profits. 

Corporations d!st.ributing their prof1ts will ~."-¥ no o.dded tax. Through 

offering subscription privileges tc stockboldol'S1 earnings can be re­

invested in an expandina b Jbiness if t .eir rla»t.rul o'rollers tiSUI cons-.:tt) 

and such earn1.nc will be inftllted iD t.bolie •ter,FU .. which paaa the 

•crut.in7 or liD iDtoned i.Jneetillc pGblio o 
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February 25, 1936 

!az Oil WU.hhe14 Col'])Ora\e J:a.ru.tnga 

1. !be Pri&ar7 purpoae of Ute propoaed tax of 25 percent on 
wi thheld corporate earn1naa 1• to inoroaoe the rederal r eYenue1 ~ 
el1m1nat1ng an impol:'tant IOUJ'Oe of unta1neae &nd dhcriminaHon 
ex1ot1ne in the taxatioll r.t indirtdual lllOOOI ... 

When d1atr1 ba.ted to a\oclcboldel:'o, OOI'OOI:'ata M.l"'llnga are exll!pt 
f %'011 the norcal iNiirtdnal iaoo,... tax ot 4 puc ant, ba.t are abJeot 
to IUI:'t axea ranpng ll.p to 75 pel"Cent, Col']:lorate lal:'n1J1€1 which ne 
~ot diatl:'ibuted 111 dlrtdenda eaOIIDe thiBe IUJ'taxea altogethel:', t!iere~ 

creating an ulltail:' diaoriai,..t ion. .Ul ot t he lal:'ninga of a par tner­
lhip or of an entel']:lriae owned~ a lingle indivi dual, whether rein­
Yeot ad or not, are .ubJeot to our income surtaxea. 

!he earning• withheld hT corpora tiona add no less to the wealth 
Gnd t 8Xp&3'ing p ower of the ohareholdore Ulan the earnings dlatribuhd 
in dividenda; t or the l:'eia•eobaent of COl'])Ol:'ate earainga beca.ea 
r eflected ln Ute aarket pricu of Ute atoclc aad ia the lllcreaud 
earning power of t he OOI'])Ol:'&tion. Shareholdna la COI'OOratlona \hat 
'Ourme liter al d1Yid.en4 pol1ciu are dlocl:'ialaat cd a&&lnst bec:a>ue 
~h~ are not perai tted to l:'einYeat tax-tree the corporate earnlnga 
reoe1Yed as diYidenda; wher2aa ahareholdara in oorporatlona puraulJll 
nigardly dlYldand policies ue enabled, under the present law, to 
reinveat their eharo ot Ute corporate e~n&t withou t payment of 
income taxes thereon. 

2. It ia eatiaated that a tax of 25 percent on ~thheld corpo­
rate e&J'l\lngs would subatentiel l y equalise, on the ayerage, the taxea 
11aid _. ahareholdere 1n wi thholdlng COI'])Orationa and thoae paid .., 
ahneholdera ill corporations dletr11nltlng all thei r earnings. 

i'hue , it 1e utlmated that in the calendar year 1936, Col'])Or.­
tlone wil l wi thhold tr~ t heir shareholder• earainga aporoxim&tinc 
$J ,OOO mill i ons , i n the abeence ot any change i n law. It all •uch 
eani~~~;s were dhtt'ibuted in dividende, it h utl.mated that $700 
mt llt ona would b8 recehed by individuala and othon not subJect to 
aur tuee, and that $2, JOO million. would be received by indlYiduala 
Whose aggregate IIUl'tax Uabl.li ty thereon would appr oximate $800 •11-
lione, The e stimated yield of the p~ooed 25 percent tax -- $750 
lllilliona --, if COl'])Orate dlrldend policioe r.ain uach&Dced, w~d 
therefore """ anbat&ntlally to COIIIIpeM&te the J'ederal Goni'DIIIDt 
ror taxes now a•oide4. 

J. It i• to be an t icipated, howeyer, that a Yery t.portant 
and highl)' desirable rerut ot the propoeed tax would be to eu-lah 
the dhtributioa to atookholdero of a very larc• part of corporate 
earntnga, ther eby CiYin& to atockholder a a fre e choice, Which they 
do no t now poueu, with rupect to the diapoeitton ot earainge tun­
"'-"'•ntallT beloJI4!inc t o th•· 
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4. !be quea Uon ~ well be raia..S, howe•er, •he ther tl•• pro-

J)O .. d tu and the reeultint; lt'beral diTldend poltciu would no\ ln­

m tably limit the Up&nai on o! buaine .. enterprhu l;y r•o•lng a 

pr eaen t aource o! additional capital. 1'he anawer to thia quution 

io c l early in the DCG&tiYe. Corpor ation• that doair e additional 

capital !or ezpanoion, or additional liquid !UD!.a ae reun .. ~net 

tllture plano or other contlncencleo, could obtain wch capital, as 

aany o f th• recuJ.arlT do now, by the oale of addi tlonal shares to 

their etookholdera or the latter• ' naalneea. !o take an extr .. a oaoa , 

let 111 &IIW!Ia a C0%110r&t1on that deal red to rain•eat in 1 h buainen 

t he entire c&rnint;a o! $5 par ahara, but that, na•erthaleao, deci ded 

to PaT out di•idenda o! $5 per ehare in order to &Yoid tha propowed 

t ex. Such a corporation could eaoily obtain t he reinYestllant in 1 to 

buoineaa of thia $5 per ahara by o!farin& to i to otockholdera righta 

to purcbaae addi tiou.l capital atoclc at pri cea well 'below the pre­

Yal ling aArlcet pricea. '!'he r i G)Ita them .. h .. would conatl tuta a 

• a1uable .arketabla inatrwunt wbich could 'be aolcl by ~ shareholder 

who was not dhpoaad to reimeet hi e diYldend checlc in additional 

etoclt of tha haul~ OOrJ)oration. 

5· !be p r opond tu, it h clear , would be ~" new tu on buai­

na u , nor could He burdao '!:e paaoed on to c~r.IIUIIIIU or l>&aald. baclc 

to 'll()rkera. lio corporat i on need pay thil tu. 'ro avoid it, a cor­

nora tion neod mer ely p nss on to ito atooltbol ders the earning• t hat 

bel o ng t o them an:rhow. ll<rdou the tu lnvolve ~ incr e81e in 

i ndiYldual lnc .. e tex rates. Ita prill&r7 r eeul t would be to ID&ke 

o!fec t h e tb e preat:lt rat es on 1 "'-'6 $2,300 mllllo na o f i ncome that 

now eacaoea ordinary income taJ~ation. In o ther worda, t he propooed 

t ax is designed to increase t he effectiveness and talrneos of the 

p r eeen t lndi vidual income tu law and would 'be paid p>·i nclpally by 

r ec i nienh of large direct and indirect 1nc0111ea who, ~er the presen t 

law, nre able to •~old part of thelr j uat ~~en ot lncose taxati on. 

6. It h urged that 'banlca, trust compenie e , 'buildin& and loan 

a .. o <illtione, and inaurance COIJl)Wel bo UGllllted fr0111 the propoeed 

t u on the gound that the publlc welfare is beot .. r•ed in these 

caaes 'br a ma.rlllllliD acc:umulation or oe.nHal t o una •• • buffer or 

t;ua.r&ntT tund !or their very large llabili t ie a to the pubUc. 'l'lla 

OoYernment hao already r ecogni sed the gr••• inadequacy of tile pr eeent 

capital tunds of ·~ of thea• 1nst1tutiona by lll'baori'blng 1 taol! to 

t heir preterr~ otock aod capital de"oentureo. 
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1lll;r a 25 Percent llah h lleoc.aended !or the Propoaed 
'l'as 011 1'1. thhel4 Corporate lanliDC• 

H h ut~ted tbat a tu of 25 peroeDt 011 withheld corporate 
ean> l D£1 would w.bataDtlall J' equalhe, 011 the anrace , the ta~toa 
paid b.V shareholder• lD withholdill( corporatloDa ADd thoae ~d bJ' 
sbaraholdera lD oomoraUo 111 d htrib'Cltlllf; all thalr earnlnge. 

'rima, lt 11 eatlaated, that 1D the Olllelloi!ar ,.ear 1936, oorpo~ 
U ona will w1thhol4 !roa their ahareholdere earDlJICI apprezillatlJIC 
$3,000 !dlllou, lD the abaence of &ZIT chaD&• lD laor. If all noh 
eamln&• were 4htr1 bllted ln 4h-14ende , 1t 11 eetiaated t hat $700 
mt lll one would be r ecel?ed bJ' indl?tduale and others not .nbJect to 
tunaxu, and that $2,)00 l&llliont would be r eooived bJ' 1nd1rt4uale 
wboee &g«re£ate aurtu ll.abl l itJ' tber eoD would .oproximate $800 ail­
lion•· 'lhe estimated J'iol 4 of the propo .. d 25 peroeDt tax - $750 
a1111oDe -, if COJ'l)Orato did4en4 pol1c1u reeah uncbazlged, would 
therefore sene w.bstantlallJ' t o COII!PeDaate t he Jederal Oo?enment 
for ta~tee now e?o14e4. 

Otfioe of the Secretary ot thO Treasury, 
Di?lelon of Research & Statietioe, February 2& , 19~6. 
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~ .. tl.oae aD4 Mewera oa 
Propo .. d tax oa 1f1thhal4 ~DC• of Coi]IOraUoae 

I. Struotva AD4 Ray-., Alp.ota of the !u 

1. ~. lhat h the propoaed tax oa w1 t.hheld eam1JaC8 of corporaUoaat 

A, It ta propoaed to 1 ft)' a tax of 25 pero•t oa all 
U1141Ur1buted OOI]IOr&Uoa earalap - earai.DCI w1tbhe14 tro­
stoelkholdera, • 

2. ~. Would AD,Y allo-oe be ll&de for louea 1DCJQ1're4 duriDC preYtoue 

7euaf 

A. Tee. A 4e4uotloa would be allowed apiDa\ aet 
iDCOIIe 1D wq 7e&r for l ouea lDCIUTed liP to three :yeara 
preYloualy aa4 DOt alread;T allowed ae a deducU ou tr0111 
aet tnccae for the purpos .. of thle tax. 

3· Q. 'fould wq atte.pt be aade to tax UD41atrl'outed surplu .. e accu­
..Usted prior to the enaetaent of the tad 

A. llo . '!'he J)ropond tax 1001114 &pl>lJ oaly to corpor­
atloD earaint;e aoorulag dnri q fhcal pftrlOda ea41q duriD& 
the calendar 7e&r 1936 aad auhaaqueut17• 

4. ~ lhat h the prlaarT purpoee of thh tad 

A. 'l'o r c.l.ee reYIIIlUe u4 to taCII'ea•• the falra .. • AD4 
effeot h ne .. of the preeeat 1n41rtdual 1Do011e tax. 

5· ~ Bow will it acooo.plhh thiet 

A. 'lh• 41etrlbute4 to atoGIIboldara, corporate eara­
l nGe are exupt fr,., tha no~ 1D41 rtaaal h0011e tax of 
4 percat. 'but are ~~UbJeot to tvt.axee ~DC liP to 75 
perceat. Oorporah earniap whUh are ao t 41etr1buted 
eeoape t.heea ~~Urtax .. attocether, there'bJ' creaUq aa ua­
falr 41aarlldnaU on. 

'!he - bee w1 Ulhell '117 oorporatloDa add 1111 h.. to 
the wealth aad tuperiD& power of the abaraho14ere t.haD 
the earlll.qe 4h\r1'buted b 41rt4eadll for t.ha relnnat­

• •t of ooi]IO:rah -lAP ~- retleoted lD the IIUU' 
prlcea of the etodll: 8114 1D tile l.DCII'eaeed earntac power of 
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the oorporaUoa. lhareboldara 1D oorporatloae that pureua 
liberal d.irlhad JIOlioiaa are d.iaCirialA&h4 ~alaet Neault 

thq are not peralth4 to rala., .. t \ex-free the oorporah 
e81'111DCS r eoeha4 u cl1rlden4a; wher•• Wl'eb.,ldara in 
col]loratloaa puraulq a1e&a1'417 d.irldlll4 pol1olea are 
aa!lbla4, =der \he preaeat h .w, to ralaYta\ tba1r .Jlare of 
the corporate earnlat;a w1 t bout p.,.ent of 1~o•• wea 
thereon. 

'l'be propo814 ta.x would, in 1101\ iaataaou, 1aor .. ae 
l'e4aral rnemlu 1Ddireou,., rather than 41reou ,., b7 etl.a­
ulatt n& the dhtributloa of earD1ngs oo that t he bulle of 
corporate earn inca rill baoonaa taxable under the indi rl.m&l 
i n-• tax. 'l'ha uti-tad rn•=• which would be raoahe4 
fr001 a toclthol dara 1D the f orm of huU vidual i nonme taxes oo 
~he additional dhiden4 diatr1but1ons att.ulato4 by thle 
ta.x would be about the ea:aa u thl.lt which <oeuld be paid b7 
corpor&ti one in the f orm of tax, were the 41atr1but1oaa 
withheld. It 11 eet ililated that the amount of r evenue which 
would be reoe1nd on 1936 corporation inc0111ea, a!>ould thh 
propo .. 4 t.u be ~~~eohd, would ..,nnt el t.her d1r ectl.y or 1D 

the t om of 1ncr•aa4 oollect1ona fro<~ t.he ID41rldwol 1n-• 
tu to about $750,000,000. 

6, " · l ould the w be l evied on t.he -e beae aa the pr .. ant corpo~ 

\ion 1noaae text 

.A. Vo, ftlt ball' Ia propo tad t o be .-l&r&a4 to 
include the tlall MOWlt. of d1rldenb reoe1•ad cy one 
corpor!ltion freta aaother laehad of oD17 10 per cent of 
web dirldenda a• lUI4er the pr eoent corporat l o11 i nccme 
tax. On the other band, deduciiou would be allowed for 
:rtderal corporation lu~e, war proi'i ts, ~ uceu 
proti h tues paid or accrua4 , 'IN\ not lnclud1q Ule pro­
'00114 tax on withheld . co~ratt earaiaga. DtduAitione 
would al110 be al.lowa4 f or net l ouu c.rria4 o•er t'raa 
the Ulrte 'DUo.diiiC tuable 7eare and for d1rldenda pre­
v1ouel7 paid 111 axo••• of earniac•: the carr7over period, 

howe•er , be1n& liaited to t.hree 7&ar•• 

7. Q. lilT ahauld not. 41 rldeD4t be u.-pt.td t 

•· Dirldc4e are partia\17 ez.-ph4 tr011 the pruent 
oorporat1on in-• tax because t.h17 haYe al.rtady ban 
tua4 ollce wader ~h&t. 1..,. ae the 1n-e of the oo~rat.ion 
pqtac or •rnbt; th-. ftlio axapt.lon of 41rl4endt froa 
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the corporation inotae tax 1e deetpt4 onl:r to allll.ahe 

double ~tion, and that ie the onl:r Juatifieat ion tor it. 

lro ponibiU tT of clilubh tax&Uoa orould be pr .. entt4 h the 

pre••~ 1Aetaaoe, for t.be propoet4 i&x 1• a ~ o!l •Hl!htld 

-.rninga, wbenae oarulaca peld out in dh1dn4e are prtzaa 

facie not withheld and eo not prnioualy ta.zt4. 

lt lnteroorporah dhideada were u....,tt4 troa the i&x 

baae, the tax could be crradt4 with 1..oopun1 t7 eiaply b7 or eat­

ing an eddit1onal corporat ion to recel•e and withhold the 

earnins• of t he or i ginal earning corporat1on. 

S, Q. Ro• -oh would the pr opoat4 tax inoruae t.b e tax burden of cor­

porations &D4 ind1v1duale? 

A. lt would not increase at Ill the tax burden of cor­

pontlou no" p¢11& out their tull earninge M 41rtdeede nor 

that of the ehareholdere of theee oo~poratlone. It orould 

tncrea .. the tax burden or other corporations nnd of their 

atocldloldera only t o the extent that a porti on of their earn­

ings 1e DO! escaping the full corporate &D4 individual inc010e 

taz.eo. 

9· Q. lho would t1ull:r pay the revemt.ea dea1pt4 to be ra1et4 b7 the 

propoud taxf Wlll t he tax tte4 to incr ... e prices or deoreue !IICeat 

A. !'he t ax would tall aalnl;r q,on indhiduala wbo 

now P014 their Juat ahara of the 1n41rtdual. ino011e tax. 
AaWIIIing that all eorpor&Uona elect t o pq their tull 

earnlcge 1D 41v14te4a rather *- p., the tax on wi tllheld 

e&rDi'Dge, abou t $),000 a11Uoas will be !Wld.t4 to 1ndirtclu&l 

income• in 1936 , of which about $2,300 allUona will be 

eubj!IOt to nr~••• '!he tu will etq where it h lertt4 
&D4 C&IUIOt to _, ooaM<~untial deer•• be paeet4 f orward 

t o ooae • 1a the fora of hlper prtc .. f or goode or 

baaklfar4 t o laborers in the f ora of lower .ace•• 
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II • BooiiOIIio aa4 loolal :ltteots of t he 'l'u 

10. ~. Would the tax ban aJI7 ialportut etteote other thaD e11ahat1DC 

&II ic:portallt •ealcneu 1D the tax atro~.cture 61:4 nbato..'\t1allT iAoreaelDC 

the rrnnueat 

.L r... It 110uld teud t o brlDC about oertaln ohans~ • 

1n corporate p rectlcea. 

11 . ~. Ap..,.t fro. the cain t o t."e Oonraeent in revenue, would theae 

chMG•• be b&Deficl.el t~ the aooial end economic atruc ture of the 

c01111t27 or otll-r<the' 

A.. 'l'hq would o~ bend'iciel. 

12. ~. llbat Ill'S thqT 

A.. A.t the preae!1t tl.!lls , the dir ector• of eaeh corpora­

tion exerolee a aol e dlacretion •• to what part of the earn­

i ng• ahould 'btl "t aaide for a po .. lble ral!IJ ~. what por­

tion ahould be r eicveeted for p•~ace of ezpanalon. ID4 

what 'Oortlon aho-ald be diatrlbuted to the atoolcho14era in 

the f orm of divl~~nda . Thia ~aeration ia nbject t o review 

onl;y tbrouch the 11Dderl71DC right of the aharaholdera to re­

el ect or re tire mmbsre of the board of directora . The effect 

of the proposed tu: would be to oau•• tbia di aoretion t o be 

tranlferred l arc•lT to the ·~~okholdau thbulvu. 

A.. If the propoaed tax ebould be anaoted, the direotora 

of .VVJ' c:orporaUo a would be C"nfr~ntsd w1 th the priliiiU')' 

deo1eion of whether top~ the tax or di atrl buta all earn­

luge. In moat oaaea. their deoieion would be to diatrlbu te 

all aeru1nga al~~ee pqmc'\t of the tu. would doubtlell r .. ul t 

in a J)OWerM protest on the ~t of thoae ~~~oi::holdera aub­

Ject to a:> aurtu at all or to a aurtu at a rate of 1811 

than 25 paroct. H thareton •••• a talr aeSWI)ItlOII that 

iD rooat oaau all aarniac• otherwiae mJeot to the tu would 

be dlltributed. l.,.n ln the oaaea whare the:r ware ao,, the 

dlraoton would dCH&btlell tad a -ra1 obl1pt1on to o~nault 

with tha aharo~3ldera .u.h more aaraeetlT than Qll'-r preeent 

ol...-atuoll. 
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111. ~. Ir all Mnliqe wes"e paid o~at ae d1Yi4we, wo>114 1\ aeAD 

l:lat t.he corporation• ool&ld 110t Up&lld 0~ all? 

J.. l!o · It W0\114 Hrel;r ••a~~ that 111 order tor t.he 

t'unde to be a•allable tor P\ll'l)OMI of UpADeion the etoalt­

holdcrs wol&ld han to renbeor1be all or a portion of the 

earnlDga dhtri '~~~lied to t• tor ne• llharu of the oorp0 r., 

tion. 

15. ~. la 110t thia proce411J'e Y"'J' IAIIIAII&all 

J.. Jlo, lt h q~&lte ~~~. 

16. Q, !o1r h it IC~lhhedl 

J.. I n the c&ee of oloeel;r held corpor&tione it ie, 

of couree, aerel:r a -tter of oonnnie,oe .tlctller surplue 

earnia&a ahould be reinYeeted or whether thu atockholdera 

should talte the 111 41Yidende and re1nnet the dhide!lde 

in n8w stoCk. Under preeent ciroumetADoes the oon•enienoe 

h renerall;r tbat the e&rnia&e be reinneted tireott,o by 

the corporation since lt sa•es the perment of e. surtax 

on the part of the etoctldloldera. If the proposed tax 

were enacted, the oozr ... nience would ln a o1t 01111 be the 

other ~ and tor the .... reason, eince the tax bl&rden 

wol&ld be l eee if the earnln«~ were first declar.d out ae 

d1Yidende ADd then reinYeoted. 

In t.ha case of wtdllr held oorporatlons whoee ee­

ao.rlti ee are lleted on etoak uchaa&ee, t-'te IDiobaalce are 

well lalown ADd of l onrestabllshed u... lights to ~~&b­

ocrib<t to a44ltlonal e toak are pvc to t.he e tocl<holdeu, 

who then either exercise th .. or ee11 their rights. 

17. Q, llbat are ~.· li)ih1 Ul4 bow de t.he;p !lperate? 

A. A •rt£11'' h u 1netruaent, nlcl.-hr the p r.,. 

..,the rlcht ot a llhareho1der to eubeor1b~ to hh pro 

rate portion of a MW 11eu of etooll:. hob - etock 11 

ceurall;r h ne4 at 1111 thaA the price at whlob the old 

etooll: 11 th• eellliiC, eo that t.ha •rtp\1 Uealf bae 

Ylllue. l'or a_,le, a oorporatloa wboee etooll: h ee11111C 

at t50 a ehare atcht h n e •rtpte1 •U tl111C llhareho1dere 
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to ~booribe t o one ahara of new at~~ tor •••r.r tl•e ot 
old at $25 !l•r ebar.. In ouoh a oaoe a ahareholder w1 th 
tin ahareo ot 1 toGic wor th $50 a ahare, or $250 1D all, 
would be entHled to oubooribe to one new ahara of otoak 
at $25. The et1re elx aharu wbl.oh he would then hold 
would be worth :prowmpthel:y $275, or about $45.SJ a 
share. !he "ri~t• to subooribe t o one lhare of otoak 
""uld hence han a theor e tical ulue ot ~.S} siDUa $25. 
or $20.8}. 1 lUthto", 111 p ractice , UIU&ll;r oell •er.r clo .. 
to their theoretical •aluo an4 ere generall:r quoted 1D 
tenu ot the •alue of the 0 right1 tq~pl!'\alnhg to each 
share of .914 otook rather thaD in temo of the wue ot 
the •right• to ~booribe t o one lhare of new otoak. In 
the assumed oaae, the "right• appertalnlDC to eocb share 
of old otock will ha?e a •alue equal to one-titth that of 
a • right" t o o.tbocri be t o one share ot new a to all:, or of 
about $11.16. 'l'he • rigbto• are generall:r aet;oUa!>ll aD4 
otoclcholdero who do DOt deotre to teke oqp their mbocrip­
tlous to t!le new otock ~ oell their 'rit;hh' on the 
mar~et. 

Dlrlng the hontl .. , a •117 large IUIIber of COJ:])Ora­
ttons which deal red to under take Ill expanolon craater thaD 
that pemi ttod b:r the ~mount of undiltrl buted earnlngo. 
reoorted to the lo~ce of 1 rigbto.• 

18. ~ Cl te oo:u illl)ortant a.ples of the praotloal operation ot 
1 ri&bto.• 

A. Du.rtnc the period between 1921 and 1930. the 
.Aaaerican 'l'el~ue and 'l'elecraph CCIIp&q earned an aurae• 
of about $15 a share a :rear 011 a coneo114ate4 baolo (earn­
lngo were reported on a ·~an:r onl:r" baoll and ran nr,r 
•oothl:r at ar<NII4 $11- $1.2 per ehare) . The expaueion of 
the 0.-p&IV' duriq thll perio4 -• ttnanoed principally b:r 
offering atoelchol4ere on.• share of new otl>ck at $100 a 
lhare for eyer, fl•• lhare• of ol4 111 1921. 1922, an.4 1~1 
Ul4 0111 lhare of new otoak at $100 a than for each olz 
ellen• of old 111 1926 , 1923, an4 1930• DarlDC this enUre 
period dirlde114• were nald on the otock a t the rate o f $9 
per ehare a 71&1'• Dar11111 \lie J'e&l'l 1921-1930, Uolualn, 
the ag;reph d1 ndab pal4 b7 the Oeap•v l!pProxiaated 
$1154. 2 aUUoao, wbl.le the CollpaiiT rahed about $950 111.1· 
llon.e trca th otfll'i1161 of rtph to etooltlol4ere. 
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19. Q. 11hat. difference would 1t hAn ma4e if the propoaed tax bad 
boon in effect at \bat timet 

J.. It. h reaeonable to nppoee t ht.t the atoclcbol4ere 
of the !'elepbone ~would ban approYed of \b& expanaion 
progrem then UDder ~ADd ban cl•en it a• -.:11 npport of 
their own free rill aa the7 did unur t he aci-c~:~ercion of 
tba di.rectora. Dhidende of the eo.peey would han run at 
an &Yerat;e rate of around $15 per er.n.re rather than $9 per 
ahara, In order, therefore , t o finAnCe the e2PQDB1on progr&Q 
it would ban been neceeaary to ban i .. ued about two third• 
again aa IIIIID,Y •richh" au actua.ll7 wore haued. 'l'be net ef­
fect would have been t he aame in that t he abareholdere aa a 
•bole would ban eubacribed back to the C~ thro\Jgb talc­
in& up their •ri&hh" an aw-eph amount eomew!l&t greater 
than the whole of the dhidanda dhtributed to them durin& 
the period, ftl.l Oon~nt, of cour~e, would ban recehed 
an addi tion&l &IIOUDt of revenue equal t o the 1nd1 vidn&l in­
coce tax pe.id on the extra $6 of enmml dl vidands paid b7 the 
Telepbone ~. 

20. Q. lfould thh ban been good economic pol1c7? 

A. Yea. 'l'be quoation of an upaneion of corporate 
mineaa , .and partloul&rly a l&rge-acale elg)!Ulaion, such aa 
that conducted by the Telpbone ~ during the t.wentiee, 
liee at the yer7 eaeence of corporate policy. SUch a quee­
tion ought to be .ubmitted to the et.ockholdere for their 
ratification, eince it h their IDOnl7 which will be IG!Plored 
ill the upaneion. The real function of the etockholder 1D a 
capitalieUe qetem h to deteneille ill what clan of enter­
pries he mall 1nnet h ie tunda. lleJOnd t hat all ~nt 
:!Unction• aut be left to the board of director•. .l rein­
Yeetment of earnin«e, bowner, conetUutea, in fact, an 
oripnal dechion ae to the inY .. t.eent of tw.de &Dd thie de­
cieion ougbt to be left t o the corporate ehareholder wboee 
eole intereat ia the apportioament of hie tuDde t o the i n­
duetey Where thq rill be 1110at profitably iDYeated, ratbar 
than to the corporate ~t 'lbioh baa \b& ulterior par­
poee of prooootinc lh own ag&r'IUldie .. ut. 

21. Q. ~d the etocllboldere of \b& !elephone ()rwpuQI' haTe liked 

euch a procedure f 

J.. 'l'he .a,Jor1t7 of tbae a1cht, at firet blueh, han op­
poaed the tax, but would han bMD quite delichted b;r 1 h ef­
fect• in actual operation. It. would haYe inc..-eed the )"iel4 
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on Telephone atock b)' about 65 percan\ at an:t g1•an price, 
and ataUaUoal atuA1 .. han 1n41cated tba\ atock prloel ha­
'biW&ll7 capl\alhe dlatribuhd aarninc• aaob 80re generoualy 
than W141atr1bu\ed, In 811141\ion it 'IIOU.ld ban IIUI&Dt U.e dle­
\ri'buUon of 8'17 80rt iaauea of rlellta - pro'babl7 one a .,.:r 
rather Ulan one e•er7 oU.er year. ~•e r1Cilta were nry 
•&1-ble and were locked upon aa one of U.. 80at dea1rable 
perquiaitea attached to hol4illc !elephone Coaperq llbaree aur­
in& Ulia period. 

22. Q. l'ere \here III&ZI¥ other COJ!IlliAiee in U.e _. poeit1on ae U..t 
of ~he Telephone ~1 

J.. Yea. ParUcularlT ut1l1t7 compuiea purauin& regular 
expeneion procrUie, Indua\ri&l companioe tand to expend by 
more dlec:ontlnuoua etepa, reaulUn& in a loll68r interval be­
tween succeee1•e iaauancea of r!~ta. 

' 
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III. Objections to the 'l'ax 

24. Q. You ~ tb&t t he tax will encourace corpuraUon lllll.n&C-nta 
~o IIUbc1 t expenaion pro cr..,. to a .-.tereJidz ot t he a todcholdera. Do 
you reall;y belian tb&t ;you can r-.m a c~rporation by the town ... attn& 
Mtbodt 

.l.. !he analoQ 1e poorl;y pu.t. ot courae , the ..,..t 
-.Jorit;y ot the work coonected with tho ruonilll: of a cor­
poration .... t ba deleD&ted by the atockholdera to the 
board of directora and they ea.n only reaerve tor tbem­
aelvea the deoiaion Of Yer,r tunda=ent&l queationa . About 
all that &n.Y atookbolder can be expected t n decid~ in­
telligent!)' 1a in what enterprise he w1ah"' to place hia 
aaone:r and who ba nnh to ~ it. Tbl firat cl.echion 
be makea whan he pu.reba .. a his atoc:ll: and the aecond when 
be cnata hia &llltU8l TOte for !DeCibera of the board ot di­
rector•. 

!he re1nvu-..t of an;y prof1 ta 1mich WJ.¥ arise pre­
aenta an enti rely now queetion, boweYar. 2bia new money 
1a aocial 1ncOIIMI eprin&in& into be1QC, and there 1a no a 
~riori reaaon why it ebould be dedicated t o an;y partic:uiar 
pur:po... It h equi tably the property ot the indiYidual 
atoclcbolcl.>re. It the enterpriae earni nc it ie prot i tallle 
and givea proml.ae of being able to uae n4dit1onal capital 
to eq>a]. adYanta&e, the abareholdera ~ be well adYiaed 
to re1n ... at 1t 1n the buaineae. U tbe;y cl.eaire to apeD4 
it tor pu.rpoau ot con.,..,tion, aa they ban a pertectl;y 
leptiw.te r1£bt t o do , then o tbera will be nry glad to 
wl>acrihe thei.r proportionate abare ot the needed new capital 
tor th-, }>8¥1nc th- t or the priYUaee. 

!he p i TOt upon which t he capi talhUc a;yateo depend a, 
however , 1a the 110b1lity ot capital, and thia 1n turn de-
pends upon the riflllt ot each indiYidual e&.p1tal1at in the 
f1rat instance and troa time to tiiAe to deteno1ne the field 
in which he will .-ploy hia own capital . 'l'be ....,.riea of the 
corporate t ona Cit orpaiaaUCIZl ban Mrel;r created a epecial 
a.xception to thh rule b;y which a certain portion ot capital -
naael;y, withheld corporation earnina~ - 1a not diatributed 
competitivel;y, but i natead 1a 1nnated by corporatiCIZl direo~ra 
wit.hout .-.terence to the wiahea ot the indiYidual ownero. 

'1'he propooed tax would tand to aaaure tbet the f'lm4a­
,..ntal queetion of tha inneiMnt ot a441 Uonal capital i n 
aey e.nterprhe Mould be 1n all inatancea rather than in 
only a portion of them be ret erred to the equitable owner of 
the capital, 
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25. q. Would not the adoption of the prOpoled t&x lllllke it very 
difficult for corporation• to pl an for the future. 

A.: The ability of corporation ~nta to plan 
expan•ion progrua to be financed out of ee.rniu,ga ma,y easH;y 
be ~rated, a1nce the earllill(:a t healelYea are 1n the caao 
of moat enterpri1e1 IU'bJect to a con1ider&ble raDgB of fluc­
tuation and ~ ne•er be r aalised in IU!ficient a=ount to 
carry thro~ a propoaed progr~~~:~. In the ca1e of closel;y 
held corporation• the proposed tax would IIBI<e no difference, 
aince the dir ectorl, beinG more or le1s i dentical with the 
1tockbolden, would b&ve the &81118 n-.. dom of planning aa 
they do now, no more Md no leu. 

ln t he case of widely held corporation•, it might appear 
t hat the fl'eedom of the directora to plan tiU.Ch expanaion 
:prOgr&llll h aerioual;y curtailed, 'but t hh appearance h tor 
the moat .-rt en Uluaion, since 1t baa alread:t been pointed 
out that the directo:; of any corporation, t he stock ot wbich 
is widely held, can for practical purpoae• force a rein'telt­
...,nt of corporate earniu,ga thro~ the iUIUUICe of ri&bh to 
aubecr ibe to new •tock a t a price aubat&ntially below the 
market . 

26. q. Would not tru. proposed tax prevent corporations from eatablilh­
i ng auitable reserYta tor contingencies? 

A. Uo . Su.ch reaerna could be nt&'blilhed by the hwance 
of right., and the euhacription by eh&reboldera of mch !unda 
aa were needed f or t he eata'bl11hcutnt of adequate reacn es. 

~. q. Would not the propoaed t.a.x penalise corporations which retire 
deb t out of earniJil:ST 

' A. No . The ret1r-nt of debt out of earni nge, wh&n 
analyzed, conaiate merely in an inoreaae in stockholder• ' 
equity a t t he expense of debt. That the stoclchol dera ' equity 
happens to be created by a rededication of eo.rniu,ga h merely 
an incident of t he proceu and en incident which would no t be 
mat er ially c~ were the earni.nga deatined to retire debt 
tint paid out in the rona of dhidenda and then retu'bacri'bed 
by w eh&rebolden. 

28. ~· 1Jould not the propoaed t.a.x tend to promote t1nanc1Jis thro'at;b 
debt hii'Wia rather than tbrouj:h the reinnatment of earning~? 

72 
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J.. It mift}lt , but only in ao far aa directors felt 
impelled to carry out plane for which atockboldera were 
not prepnred to put up the requiaih tunda of their own 
tree will . In t hia connection it ia interesting to note 
that moat iasuu of find corporate debt require prior 
approftl of t he atockboldera. 

29. Q.. W19lt not the adoption of the proposed tax sometimes transfer 
t he control of a corporation fnra a m!l,j ority unable t o take up new 
atoc:k to a a1nori t y able t o take it upf 

J. . Preatlii!Pthely the ma,lori ty would be able to dnote 
their abare of dhtributed earnings needed back by the cor­
poration to taki114 up new stock. It the financial resourcoa 
and selt-reatr&int of the maJority were 1nautfic1ent to per­
mit t hh, 1t would appear th e minority haTe at least an equal 
equitable right to control t he corpora tion. 

30. Q.. Would net stable diTidend policies be a4e illlpoaaible aa a 
result of thia tax1 

.L l!o. In the tint place, corporationa will be tru 
to acCUIIIUl.ate all t he reaerna that the; desire tor stable 
dividend policies and other purpous proTided only that t hey 
obtain thei r atockboldere' con11e11t - that 1a to ~. proTided 
only that atockholdara are w1111n& to reinToat ea:rninge in 
the c,orporation tor t hh and aim1lar purpoau. 

In the aecond place, corporations will be ginn credit 
86&inat the earntnc• subJect to tax in au.baeqwu>t years tor 
&DY diTidenda that they 7:JB;f praTioualy haTe paid out 1n exceaa 
ot earnings, INI¥ durin& bad year a. Hence, a corpor ation would 
be able to -l.ntain diTidend ~enh durin& a depruaion f rom 
reserna praTioualy acCWllUlated for thh purpose, &lid would be 
able to recoup these diaburaementa f rom the earnings of au.b­
sequent years without liability tor thia tax, Bence , the tax 
would not make tmpoaaible t he maintenance of stable diTidand 
policies. 

73 
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IV, Propoeed Ex.uptiona 

31. Q. Shauld &IV' tnl•• of corporatiou be excepted from the p r oposed 

tu:7 

J., Tea. :Sanlce and truat co..,am.ee, build1J16 a.nd loan 

aeeoeiatione, and insurance caopaniea. 

32· Q. Should thl.a exception be partial or c""'!'letet 

.L. 'l'b~ ahould be COII!,Pletely exeapted f r O!II the tax, 

33· Q, lh.Y ebould the .. ineti tnti ou be lin&led oat tor preferential 

treat:oent? 

.L. 'rho capital tllo4a of b&lice lmd truet c011panha, 

bllildin& and loan aesoclationa, and insurance coalploZliee 

aerTe aa a guarantee toDd or butter between the depceito ra 

or poliC7holders of theee inetitntione and the chaDCe of 

l ou. J.ddi tional capital gi ns theae i nstituti one rela­

th'ely 11 ttle chance to expand their bua1neu but reaul ta 

r ather in proTiding more adeqUAte protection for their 

creditore. The•• typee of inet1tutione are characterised 

at all tl.zaea by the larce •ounta ot llabiU tiee which 

th~ illcur relathe to etockholdera 1 041.pital. lhareae 

11ab111 tiea aqnal to the atooldloldeu1 Cll!lital are oon­

a1dered high in moet bue1Deseee and Uab111t1ee of two or 

three tl•aaa the atockhol4era1 c.pital h i gh in al1ooet all. 

banlce and l naurance ~n! ea generally haYe trcra $5 to 

$20 of 11ab1ll tio• for eTer,r dollar of atookholdera ' 

Oll!lltal. i'he greater ~e &I:IOUJlt of ato~ldera' c.pital 

the greater the 8mount ot prot £cti on to depoaltor a and 

pol iCJhol dera, and the leaa the amount of the s tockholder•' 

caol tal the l eaa the aoaunt of ~rotect1on. 

3!1, Q. How abou t autual i•ti tnUonat 

A. .1.11 of the oolllidar&tlolla =cad aboYe w1 th ret;~aot 

to a to'* OOIIIP&Din cta11 alec M =cad w1 th reepect t o mt'cllll 

l ne tltnt1one axoept that the 1 .urplua1 of theae 1Aat1tnt1one 

sene• the 141111e JI1U'PO" llhJ.ob the etoalthol dera1 aqv.ity do11 

111 a eto'* inetituUollo It would •- 1n t he pnbUc in­

terest that the aceuaal•t l on of waAh .urpluaea ahauld be 

coouraced rather than the r..,eree. 

orfioe ot the Secretary or the Trea.ury, 

DiY1e1on of Reeearoh & Statiatioa, February 25, 19S6 . 
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HII, Jr : 
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Tuesday 
February 25 , 1936 

Bello 

As I told him, I said , 'I ' d like t o have you help me 
work it out ' . He said , •Well , I think it can be done' . 
He said , 1You krtow how t hose things are grabbed a t 
when t hey ' re first approached, but•, he said , ' I ' ll 
go back and talk t o the secreta ry • • • •• • 

Was Burlew nice? 

Very nice and very cooperative . 

Yes 

And he went back and be called me back and then said, 
' The Secretary 's leavi ng on the four-thirty train but 
hetsinstruct ed Hackett and me t o try to work it out and 
get what the President wants and be at that conference 
and tell t he President he ' ll cooperate . 

Hello? 

Yes 

Somebody on t he wire 

Did you get what I said? 

Yes 

-that he told Hackett and BurleP to be at that conference 
at four o'clock 

Yes 

And t o cooperate and give the President what he wanted 
if it i s at all possible . 

lly Godl 

Burlew just called me and sai d he thinks that they can do 
it if you give them a little time. They ' ve al ready 
picked up ~even million dollars and he said if it doesn ' t 
have to be made available all within the course of a few 
days why he says they can do it. 

Yes , I see . 

Anc1 I said, •well, it seems to me s ixty days might be well 
enough' . And he said, •well, that would be grand '. 
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Yes 

And I called the Comptroller General 

Yes 

He read over the bill which we had for its veto 

Yes 

And he said , 1 I don 1 t believe that there ' s anyt hing 
in that bill Ylhich the President can •t do under the 
four billion eight'. 

Yes 

And he said , 1 I think you and I can sit down and draw 
an executive order that will give Bill Yyers all the 
authority that he needs to make these crop loans•. He 
said, 'As a matter of f act, Rex Tugwell is doing it 
now'. 

Yes 

And he said it would be - he said , •Just between us 
it would be ~ damn good thing if you would take Rex 
Tugwell ' s money away from him'. 

I see. 

(Laughter) I' ve gotten splendid cooperation all the 
way a round . 

Vlell now, the meeting is at the White House proper, isn ' t 
it? 

I don' t know. I assumed - I assumed it was. 

Yes 

Because the President said he wasn't going over 

Yes , we're due over there at four . 

That ' s right . 

Well, do you want to stop by for me about ten minutes ot 
and we can chew the rag a little bit , will you be readr 
t hen? 

Ylell , I'm Just on t he last page now. I think I' 11 have 1 t 
ready in just a second - to 
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Well , I won' t be ready until ten of 

to go to the typewriter . 

I won ' t be ready until ten minutes of . 

All right , well, I think I' l l have everything ready 
by that time. 

Well , that sounds awful.ly good . Well , that means 
e veto then, doesn't 1t? 

Yes 
whether 
drafted 

Fine 

yes , we 1ve got that all draft ed , I don ' t know 
it will suit him or not, but we•ve got it all 

with a suggestion as to what be ' s going to do 

Fine 

And he ' s saying in t here that - 'I have been informally 
advised by the Comptroller General that he can do t his 
as I am contemplating issuing an executive order within 
the course d the next few days ' . 

All right , thank you very much . I ' ll see you about 
ten minutes of five. 

All right. 

Thank you . 

Goodbye . 
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!e bruary 26 , L936 . 

:he ~ecut1ve .;CIII!I!Uttee or t ho O:;~on J"arke t Commt,ttee met wHh 

the .,ec r ll t " ry of t he Treasary at 11:30 ; .l' . Those present we re: 

~. ~oraonth~u , 3ecret a ry of the Treasury , 

~ . ~ocles , ~ha1rm9n of t he Board or Governor s of t he ~ederal 

neserve System, 

Mr . Har rivon , Chairman of the ~xecutive Committee, 

Mr . Younq , Gover nor, ~ederal Reser ve Dunk of Bost on , 

~. 7leminr , Gov~rnor , ?edera l ~eserve Bank uf Clevela nd , 

~. Schel ler , Governor , ~eder~l Reoerve ~nk of ~hicago , 

~ . Jeay , ~Vernor, qeder3l l eserve ij3nk or aichm~nd 0 

~r . Burgess , ~ev~ty r~vernor , J eder al 1eservQ Bank or Now York, 

or . ~iner , Unive r s ity of =h iougo , 

Yr . Bell , Director , Bur eau or the Budr et , 

!~r . !!&as , Bureau or Resear ch & Sta t i s tic s , 

Wr . Uphum , Assi s tant to the 3 ec ro t ury. 

J peak inr of Tr ea sur y bul a nces Mr . B~ll tnformed t~e gr oup th~ t 

we would r o int o warch wt th a bal ance or more thsn ~1 billi on . He 

estim~tes an income t ax receipt of $400 million and other receipt s 

or 225 mill i on ln ~~arch . r-1 vi ng :t t ot al 8 V 9 Usb1e bs l s nce or 

' 1 ,600 , 000 ,000. 

I f secu r i t i e s or P. o~ rerad in Ma rch in er.ch~ce for the $450 

ll111lt<Jn or mn t uring bills we will need ~00 mill t on nA" money to 

c•r r y us throur h J une . I f there tE no exohan~o pr i viler o , mat uri ng 

bills being t oken c~re of ~ut of tnx r eoetpt o , we ahall need 

1 , ~50 ,000 ,000 . In either eve nt we wi l l f O ~ut of March with a 

hsl.nce or ~1 ,800 ,000 ,000 . Then "e will need '}700 million or ~800 
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atllion c sh in June . 7e -.1.11 170 into July ~tth a balance or 

,1 ,90CI , OOO , OOO '!Dd th!lt . irlll run u.s un'=il the end or Oct ober without 

any new borr~wtng -- ot~Pr th3n rollt~r over or maturities . 

Ur . ~11 ~ave first of MOnt~ bsl~nceo BS follows: Warch 

1,011 ,000 , 000 , April ;1 ,814 ,000 , 000, ~.oy .,fl ,474,000 , 000 , June 

1 , '!34, 000 ,000 , July ~1 ,939 , 000 , 000. ,, 11 rtgu!' es , he ss id, are 

exolus i ve or honus . ne ,,.,t.im"J.ted t.hc t we oupht to spend between 

S250 million and ~300 ~llion a mont h rtvt n£ a b~snce a t the end 

o• Oc t obf'l r or around 700 "'illion . 

'i'her W''-' 3'>:111" discussion o: ~he bonus paYl!IOn t , &:r. YOUI18 

expre:;s inr, d'lubt about the P?t.os1b1ltty or e;ott in.~; the checks ont with 

.ny~ !l ill'i: like the '-!'eed indicated by l'r . ell , but Mr . L~or('enthau 

ttked tn .. t di oCl\dSi on or tr~~ subject he deferr ed until the rtnoncine; 

,roolem hod been eiven conctdera tion . He referred to the foot. that 

reprnsont ~ tivc;os ot' the Federal nesorvo 13! nks havr. been here conrorr1.ng 
• 

•1th Treasury officials on the bonus problem and expr essed eppr eoi o­

ttJn o!' thoi r systems . 

~r . ~or~""nthsu erp~ained oonfldentially to the menbers or the 

com:ittee tha tbe expects to r a ise m~ney to pay the bonus with bills , 

JddinP ~50 millior. 3 week tn revular orrerlnPs ~n~ to piltnr them 

'~>' >n OeO<'"lbcr 15th w!. th t!lP ides or oonvertiDP them i nto a bond 

!ssua . Tnis wtll give greater elas ticity to the progr~ and be help­

ful beoeu~e or the unknown recuirements . 

Mr . Mor centhsu Sbked those preoont ror nn expression or opinion 

on •het her tho bills matur1nr Morch 15th ~hould be paid off in oaah 

or ,,et~~r tho holders should be £lV~n ~ conv~r~ion ~rivilege . 

Lr . ~chclll"r said thct all the people he had talked to were 
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a&~lnat ~ conversion r1Cbt wit~ tbe excortt~~ or ~no bank ~n~ they 

•ere ror 1 t only becau5e tl'fly have s snhstsnt 1 nl numbflr or the 

11,tur1n" bills . l:!e 811 id ln t bt> first pl ace thot tbe s!D!lll bank 

wb1ch has no bills a nd is &trictlv li~ited in the amount of itb aub-

acriptions has no ch~noe to t ake odvantare or the conversion privi ­

leeo . In the second place brokers s re or tl'~ opinion t~~t it throws 

n uncertainty aro~nd the b ill ~rket , es~cislly with relstion to 

rutur e i !'.;ues . 

Mr . Young oqi~ th Jt hts bond man thou~ht n conversion possible . 

H~ od~ed that he hod been discussi n the mst t er with Yr . Rur{Q~s 

alnce h l3 arriv.l sn1 hod mede up hi s ~lnd t hat it would distort the 

bl!l ~rk"t and put an s rtt rici.-1 ;>rice on them and ror that reason 

be 11a~pproved. 

~:r . Harr io:.?n s:.id that he saw cert ·11n mech11ni cn1 ndv ntages 

rroro the s t a ndpoint or tho Treasury to u conversion a rrangement 

nd cert a in publicity advnnt ages in tb'l t t ha amount of new o<tsh at.k.ed 

woul~ seem to be less but tha t in !'c~ t nobo~y would be fooled ~~ 

:!! t the disadvantares were too grest to Jus t! r" clo1ng tt ror the t.e 

r•esons 'lnywsy. He t h.1 1ght lli'.ICh the SIIID6 thing co·~ld be aocompl ished 

by - ccepting bills in ,.ayment for new subaorij:tion::; . He said that 

only once before had a mat ur inc bill ca~~1Ad o conversion privi lege . 

11th bills selling at present low yields he oppos ed adding a n uncertain 

and indeterminate r e ctor to future bill issues . He thourht the whole 

a: rket would be less be9ltby under such e n errancement. I f it is done 

now when the market han no right to expect it. it will bo always 

poa& lbla in t he future and result in bills selling at a !'urther minus 

Yield . He said be would oppose it at leaG~ until he had heard t he 
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kr . Bell said that he was not worried about the mec~~nioal 

d1CCicult1es but that he was worried abou t the announcement or o 

ne• c~sh issue totelln~ )1 , 200 , 000 ,000 . 

ur . Harrison thou~ht the explanation th~t e450 million is ror 

~•Jring bills would take t~e stin~ out or that . 

Vr. \'oreenth:lu observed ths t the newcpaper& 'll~rays ca rry the 

tot~l or our expen11turos but pay little attention to the total or 

our receipts . 

79 

Mr . Harrison responded that those concerned with the financing 

wo~ld u~deratand the cituation a nd there would be no adver se r eaction. 

He thou ·ht it a little franker to give the total as $1 , 200,000, 000. 

H" s~id that he wss impre:~eed with the a rgumunt ndvanceil by the smell 

Danks in the Cl-.1cago d iotri ct as gi vm by Mr • .3challer. 

Mr . Bureess said that the fl'eder al noserve System held $15 million 

or the maturing bills . He said tha t t he i a-ue as 3 whole i& pretty 

clo.ely hold among New York b'lnks and brokers . 

Wr . 5ccles said tha t he ~as disposed to rive holders ~r Meturi~ 

billa exchall€e pr1v1lere s nd distinguished this unduly l a rge Hmonnt 

or ?iled up maturities as n special item as differing f r om the 

ord inP ry $50 million or ~100 million weekly maturity. He said tb ~t 

there was some expectancy or a conversion pr1v1leee ( Mr. 8urFess 

interposed to say that there was little suoh e~ectancy) . 

~r . Zccles s31d the best ar~ent arsinst g1v1n~ s conYersion 

privilege is that t he issue 1s held by a raw large interests . H~ 

•as not impressed with the statementu about rutur e uncertainty , and 

sail thut the best ar~ment ror conwersion privile~e i s to avoid 
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~tvtnc the public exapgerated impreosi one or new cash r e qu i r ements . 

He ndded t ha t t he people who get cash f or t he i r maturing bills hsvo 

t~ turn riEht around a nyway ~nd buy new s ecuri t ies and pay a 

co=~.saion for doing so . He eXJlressed h i mself sa being r nt her ror 

the conversion privil eee . 

or . Vir.~r sa i d t hat he thought the whole arrs~ement f or riphts 

and conversion privileges a n i llegitimate arran~ement. I t introducee 

t he £amblin~ or lottery element. It should not be done unless i t is 

del.'initely contracted !"or in the origin!-'1 conversion . I t di s t ort s 

nlueJ and 1s unf&ir . Zspeoially it .,hould not be e xtended to bills . 

(The only consideration there should be i s a price for snort t erm 

~ney) . 

Mr . locles atreed t hat !>r . Viner was ,•tpht BS to t he whole 

situ!l tion . 

Mr . rrleming sai d t hat he agreBII w1 t h Dr . Vin'3r and t ha t i n 

fllirnes& to bill holder s t\en e-r olly thoro s ho•tld be no conver sion 

pr1v11Bge . 

~r . J eay s~id that there was no mcrket opin ion i n Bi chmoad . 

3e£~rdless of savantsges to the Treasur y , if a ny , ~e thou~t the 

arr!ln•ement undesir able . The return on b ills new is dangerousl y 

l ow. To g ivo them ~ny further sdvant~ges wou. d invite undesir able 

r epercuoui on a . 

Mr . Rur gess s a i d that moat or tho points , pro a nd con , had 

alreudy been made but he want ed to adva nce one addit ional considera­

tion . Th•> bill s wer e or igina lly sol d cl early on the bas i s t ha t t her o 

•ould be no conv~~&ton right &. The aollin~ price s hows this . The re 

~s ~lm?ot a Treasury commitment on t he point. ~r. Cool idre e nd 

RO 
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~r . Burgess have repeatedly intimated th~t there would be no rithts. 

It 16 1muort8llt 1 n view or tbe progom of b 1lls !'or bonus money that 

no r i hts be g iven. Responsible people will hesit3te to buy because 

or uncertainty. It i8 very importent to ke~p the market on a str~ight­

rorw~rd basi s . One bank in New Y?rk has $50 million of the btllo . 

fhP • .auld be ~iven o handout of $250 t~ousand on tbe basis or one 

h~H po1r• t resulting from t h,. convers i on privilege . The convers ion 

•ould bn '!I bonus to New York . 

.I 

V.r . Harrison said there would be o real risk end e serious flare -

b3ck ir this became known. 

~r . &~rgess sa id that the newspg;~ra would pick for their head­

l1<e the lareest f i gur e or the ;1 ,600,000 ,000 total conver sions and 

new money asked. He thoupht it mode no difforence how the epl lt - up 

was arron~ed . The merkat i o goo1 . It needs no pamperinr . It would 

be wel l to a void too bullish a factor. It i s important to kenp thn 

~rket from going crazy. 

Wr . Wor gentheu sai d t ha t he had beard ~nourh to be conv i nced that 

there sho~ld be no convor o ton pr l vilere for the mnturtnr bills . 

It was agreed then t hat there s ho•tld be an offering or 

~1 , 250 ,000 ,000 for cash , or which $600 million will be new money ~nd 

,4~0 m1111~n ~ill be ror thP purpose of t akinr oa r e ormaturinc bills • 

• ttention was turned to the 0559 million Treasury notes maturing 

rril 15th which 9re t o be t~ken c~re of at tho same time . 

lo:r . lo:orgent htlU said t hat he was opposed to offer1Tl£ 'I long tezw.. 

~5 or 30 year 3% bond . 

Mr . Burgess said thnt he would not ~rL~e hard on that point . He 
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th inkS the lone bond has me r ! ts . Perhaps this is not the rir,ht ti~ 

to offer it . He r eported tha t he had canva ssed 19 banks end insur­

nn~s co~pan i e~ and tha t 12 or them were for it and ? a~~lnst . The 

,owcry .J&vtnr-s Bank is interested tn ~ld , not "!DtCl::-ity. The Equi­

t able Life said no. The Prudcnti~ Life '3 atrong ror a long bond . 

"'b•y se id th'l t they t hl)l,·h t the .:iecrP t s ry or the Treasury sho 1ld be 

on en uneaay seat and th~t it is important for him to put out nome­

thing which 3hould a ppeal t o inveatorn other th~ banks . The 

J.le tl'opoli ton Life i s i hterested in e lono: bond . New Yort Life aoid 

yes . l'utual Li fe G'lid they ]_ike the idee in tenera l. The nonk of 

~nn ttJn said no , th• 'lank or t:ew vork and "'rust Co:rN•_ny s a il\ thnt 

s•1ch a lone bond "~uld ,;o . .; . Parker "ilbcrt a t C;>r c;ans sa id that 

h'l w·J~ld like it a n i\ suid th :.ot it "'ould be sound t'in:mce . llentsohler 

at City B'lnk sa i .! it would be a long chance. Mhe 1 1scount Corp . 

sa l~ it wryuld go. Devino s~ id it would go . Salomon Bros . se1~ it 

wo,IH o . Chase Bank t h JUCht it would be ohsncy . Guar anty II "J i d it 

••s 1).!btful, so d id Centr:ll Hanover . 1a'll<ers Tr>lst S'\ id it would go . 

Wr . 1ur~ess thJu~ht t.here would be en~•r~ invectment demsnd to 

t.ke •1p e re (B)nsble amount . 

t.:r . lr.orgenthnu supgort ed th<tt the hol dor:; of ma t.•1r 1ne notes 

"'t"'lt to h!lve a choi cP o!' a 5 year note e.nd so:ne oscurity th~t would 

~o •1tb e b~ fo r ~650 million. 

~r . 1r~ess tho~Rht the ~r·er ~ight be split , $600 million short 

~~r~ end bOO million lone , pickinr up ~50 million on over age allot­

ment 

"hrl ·1uo split- ups wor e f:Urgonted, tho ono r• rov~re most popula r 

beir£ 750 million bonds and ~600 mi llion notea. 
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cz . ~reess s e iJ e~at th~re were 3 bon~ or·ertn-~ worthy or 

c~ns t \e r t1on, (1) a 2ii' t>ond "'at<:ril'l,. tn 19'\S-50. This is e little 

l~nn~r t han the z:% orrored ln December . HP thinks a 12-1~ ~enr 

bond will go . The rat~ ~n the notes sho Jld b~ cut thin forctng 

peopl E int o th11 bond , ( 2 ) a second pos. tbilit;r is a : -7/f11. bond 

t~r 17- !0 year s ~t •rin~ in 1953- 56 -- a little sho~ter th~n t he 

"tts t m tlinE' 2-7 /f5/>. T n to Ylould GO but bmks wollld not 11 ke t t so 

1Bll bnt it woul d sppe -1 t o other inve!ltoro . The 2- 7/81> c~pon is 

not popula r . This point i d not so suro f ire as the shorter bond but 

wr>~ld 'l)'lpr•al to a wi der gr oup or investoru , (3) the t hird s urre11 tion 

is a 25- 30 year 3~ bond in which the ~ecrotery bad s a id he was no t 

int l!rested . 

Mr . eur gess 301d the short bond will r,o bes t. From the potnt 

or vi ew or the Trea sury , t hl!re is much to be sai d f or the 2-7/8%. 

I t wtll f it the maturity sheet and get o wider distribution , 

83 

Mr . Haas end Mr . 9ftll s a id that the short bond was not uncomfor­

table rro~ the .s t andpoint or the naturi~y sheet . 

~. ~ccles asked if ther e wes not an increa~e in the number 

or bonds be ino t aken care or by genera l investors a nd Mr . Burgess 

r..plied t il · t toe t hought ao . 

lfr , l::larr1 son aa1d that insur a nce comPanies 'Ir e flush with money 

end muat t 3ke whatever is offered . 

~. ~ r geas s>J~ge !" ted t hat we can l ook a t the market tbe lest 

: tnu t e ~nd 1r we want a little richer offAring ~e co -ld pull the 

~turity down to 1952-~5. 

~r . Harrison said that he was in favor of upreadlnC out motur1 

t ie~ and ~ottine mor a investors '~terested. He would pr efer t be 
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tabooed 3~ issue. trtor th~t he pr efer s a 2-7/~ bond mnturing tn 

1953- 56 . He referred to that as a more stat esmanlike offer inE • 

84 

llr . Young soid th-.:; hiJ hatl been surpri s ed t o learn or the 

ross1b1lity or the long time bond . t:var 'lone tn !3o3ton assures hi 111 

th. t there is a possibility. His bond m•n f c vors ~ 25 year 3~ bond • 

>~tstde or that be prefPrs the 2-3/4~ . He would g t t as much in 

doll .. rs on s~ch a bond as the ;>ublie ;:ould t 'lke. He l!lentioned $750 

million . 

Mr . R~rrison expreased the opinion t~a t we have not a suffi cient 

approei., tion of the a1110unt or f unds that oro backed up for invlls tment . 

One insurance co'U,eny i s accumulat in - them at the rate of ~1 million 

a dt:y . 

Wr. Schaller said th't t he ~-3/4~ bond 1s most favo red in hie 

country but t hat they think that a 25 year bond at 3~ would go . 

There ts litt le favor ror a 'J-7/~ . 

There was so~e discussion ~r the effect a ~ bond wo~ld have on 

u.s. ~avin~s Bonde and~ . Morcentbau sa 11 tha t the people whom ~be 
t o 

-ra~bury sou&~t to attract /buy Savtrs 3onds wore not the same people 

th~t would be at t ract ed to the regular issue . 

Mr . Eooles said that be opposed both the 3% and 2-7/8% . There 

is no question funds are piling up. He doP& not think t he Government 

is ju.,ttt' ied at this time in putting :>ut a lonr t erm 3~. A 2-3/41-
i s a very desirable bond for tb~ Government to rut out and 12- 15 

7e'rJ a ~ood period . No one can see 1nt? the future 25 or 30 year s . 

Wr . Bureess sureea ted t hs t the bond be made mor e attract i vft 

than tho not e . He surrant ed a 4-1/ 2 yaar , 1-3/~ not e and t hat a 

5 year not e woul d no t r.uite po a t 1-3/~. 
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Jb' . Eccles said he was t'or a 2- 3/4/{o bond t'or as long maturity 

t he ~rket will t ake . 

•:r . H!lrrtson said he thourht there w~& aome adv::.ntare 1n going 

ur l/~ in ceter trg t o the new investment demand. He 1oes no t mind 

discouraging bank investment it' it can be replaced . 

Mr . Morsentbau made the point that orrerlnc a 12-15 year bond 

2-3/4~ now will ehow a di s tinct advance over t he lD-12 year 

~-3/4~ bond offered lost December . He thou>ht this would s how en 

tmprovin~ cr edit position whereas advanotne to 2- 7/8% might be 

Interpreted otherwise . 

Wr . Seay remn~ked that oll of t he arguments aePmed pointed toward 

the easiest wa y to t'l oat t he present i ssue and no t t o concern them-

selves w1 th t'uture difficult 1es or the present 3ecret ary or the 

Treasury or his successors . He sai d th· logic is fo r a 2-3/~ bond 

end that thio may help the market for the 2- 7/6%. He added that we 

o~anot expect a b~tter t ime ror the issuance or long term bonds . 

Kr . Morrentnau ~eked him if his b~nk would buy some or the 3~ 

1•sue and Mr . J eay replied that they operat e as a system ra ther than 

~a individual banks and that he w~uld ravor a ~reater accumula tion or 

lJng term bonds by the Eyst em. He ~ould not commit hi~selr to the 

proposi tion thet the ll'ederal Re~;erve !kink of Richmond woulll buy any 

o~ the 3~ if offered . 

Mr . Morpenthau commented th llt i t' the Treacury hed r~l ied on the 

7eder al noserve Banks ror the last t wo years we rould not hove sold 

any bonds . He asserted that the ~reasury bad l ooked t o the fu ture 

rif"ht along and considered tho diffi culties of the pr esent Secre tary 

end fUture Jecretory and that it has been done without tho help or the 

l'ederll l Reserve Syatea. 
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wx . ;eay adm1tt~d t ha t the Reserve Syst t m had not b~~ght bonds 

the las t two ye:~rs end s dded t hat the" had not heen asked . 

J,lr . More;enthau sold that the aeserve !l:lnlts h11d been lllllkint money 

o!' the bond marke t. Commerci al banks or a the only banks ctl o 

b~ve ~upported tho Treasury and they have been able to make money 

or tho market . 

vr . J eey said th~t he th~U£ht !f there war~ any wAy to get a 

71der distribution among invest or s it would be well worth doing . 

Mr . Morgenthau said ~and 1r they go orr 2 or 3 points the 

Treasury is t he only ngenoy which wil l support th~ murket a n~ the bonds 

•ill be referr ed to as the ~orgentbau 3' s" . 

Or . l iner's comment was ~w~t if they do , it wil l be only r ress 

c:~!""'lent and poli t ico.l. s t e tement., . 

lo:r . Ho. rrison sail\ ho would like to are~ an evening discuss ing 

•1 th the ..;acrct ary t he relnt tonship or Feder :J.l Reserve nystem w1 th 

the b_,nd me.rket sn.d whether they do make money . 

~. Young commented t ha t "Governor :>eoy cHdn ' t mean that s t a te-.. 
aent the way ;·ou t ook 1t . " 

lo:r . Jeay interposed t o say "I am sure I didn ' t~ . 

t:r . Young said that ho h!!d consis t en,;ly voted on the Open 'lofurket 

Committee !'or one ~uarter o!' a mLllion l eewsy wi th which to do 

wh::tever the Tr easury want ad the comm.! t t ee to do in the metter or 

takin~ up tdcues which did not go with tho r ubl i c . 

Kr . Korgenthau s a i d that the fee t rem:~ins that durinc the l as t 

2 yearo while the Re oerve Oystem has been s plendid in belpinf out on 

matur ities of 5 years ~d under , the Trecsury h~s taken ~ar~ or ovory­

thtne abovo that . 
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J:r . YoWl£ said "mon ··lory t o you · . 

Mr . Woreenthau s • i d , "'I haven ' t said that outside or t his r oom 

~nd r won' t" . 

87 

Mr . Young said tha t ho had s at in m~ny confPrenoes ~ith Governor 

sesy and that he had round it always to be his objective as well a s 

that or other me~b~ra or t he committee t o cooperate ai t h t he Treasury 

partly perhaps ror s el t i oh reasons. 

Mr . Morgentheu said th~t be woul d r~rrot that any such comment s 

h9d been included in today ' a d l scuss\on . 

lo:r . 1'lemine said that the bs nks in his district were a ll tor a 

l~-15 year 2f 3/4% bond . He seid he t alked to 2 insur a nce oomrsnies 

~nd 1 orposed d l on• Maturity ~nd the othe r •~s very nuch ror it . 

Wr . aJ.r gess s 'l id he had nothing t o 'ldd but tha t he t -,.,,ght thll 

point r a ised by Mr . Mor~enthau was imrortant with respect to a 2~ 

bllnd . 

Or . liner :le1d be had a "crank" a rgument esainst 1.oog te rm 

sccuritie.; in that it i s gypping the !l1Jbl1c . "lat es will not be as 

l oY S6 they now ar e ror t he ne~t 10 ye 'l r s . The trend i s toward 

inere~sed t axa tion on in~ividuals 'lnd e~t t oe ~nd rat es are bo,md to 

ro up. The Tr easury m3y be embarrassed la t er hy havtnr overpriced 

securt c 1es . 

Mr . ~orgenthau dei d s~ t he Jocis l Secu rity i ct i s written we 

should n~t co beyond 1Q60. 

li r . Rsrrimn said i f the 3oc1el 3ecurity .• ct r emains ea writtAD 

it does n' t mat t e r much wha t we do . 

Mr . Mor s enthau said th~ t he wanted to t ol l t he press to~orrow 

thin~a -- th~t th6 maturtn~ bill s would get n~ conv~rsion 
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~~tvilese . and t h& t the amDunt o~ c~sh ~~ be asked wtll be 

.1 , 250 , 000 ,000 , of which ~800 million is new money. He fs Yora 

reetlinr t ho 1 nrormat ion '>u t to the press f"rOd\\Ally, 1-e!tt i ng the 

"P 

l!!.ll rko t ad j ust ttselC c.nrl g ive him a bettor c'tt!:nce to judge the l!l!lrket . 

T~ose present saw little ~iffAronce wheth~r t he total was 

l , ·oo ,ooo,ooo , ~1 ,250 ,000 ,000 o r ~1 ,300 ,000 , 000. 

~~r • .Jchs ller t.un:ested t he possib1lit ~· or lettinr tlle small 

b2nks buy n btgg er percentage o1' t heir CO"lit'll and s urplus . 

There was somo sueeestion of basing the reroentc ~e on t heir 

totr l ~scots but Mr . 1ur~ess was a~oinst the ch~nrin~ or thorulcs . 

~~ . ~~r3~nthnu r eferred to t;e root th3t t his is t.he lest 

::eet • ng or this part 1ct~lsr Open t.:arket c roup , s nd as such ~banked 

t1tu f o r the ir e1:cellent cooperation r.od their .:ood advice for t he 

p~st two years . He commented t;hat "we had nov or gone out or the room 

un. eos t ogether" and said that he u:;>precia t es the help c i ven through 

vcr : Urt'lcult times . 

~r . Yo~g r eplied that it had been a great privile~ to serve 

and ~r . ~challer said tt~ >. tho priv i l ege had been thei r s en~ ~r . 

H~rrhon s'.11 d t~~t thuy had been only too gl a d to be or wha t sorvJce 

they could . 

c 
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Recelpto 1D Warch: 

.U1 other • 

• • • • • • 0 • • • • • • • 

f 407 II 
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----------------~ 

• 1,011 II 

631 

I 1,&4.2 II 

Sale or 'fro&ntY ob1tptlono (caah) 1 , 2ti0 .f 

.t.T&U&b1e tunolo $ 2, 892 II 

~:~p ... otuureo ( riCQlar and 
emorcency) • • • • • • • $ 697 11 

lxpendltureo - !rea•~ b1llo 
re41eM-d . . • • . • • . 

Jol&Oce lla:rch 3let 

Debt .. tur1tiea: 

llo.rch 16 - !r•ntY 1>1111 
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'fr .. nry bUll to be pa14 1D 
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There will be a aee~ing a~ ~he ~"hi~e Rouse ~nigh~ a~ 
8:~ ~o dieouee new ~••· TAe Preeiden~ wan~ed a •••~1n& 
nex~ week, bu~ HK,Jr. urged bia ~o AaYe ~he oonrerenoe ~o­
nigbt and ~hen a~ hie preee oonrerenoe ~omorrow morn1ng he 
mlgb~ aake some •~a~emen~ on wha~ he i e go1ng to r ecomaend 
on tax legiela~ion a~ toie eoeeion or Oongreee. 

91 

fUI,Jr. had lunoA with the Preeiden~ toda,y. The Pree-
1dent told him that 1t they come to a decision ~n18h~. he, 
the Preeiden~, will ·~ eoae~h1ng t.0110rrow aorning. RJI,Jr . '• 
idea wae ~ haYo hia ~~ the announceaent. a~ iJUe t.1ae be­
oaueo or t.ho Treas~'• announcement. on 8aturda7 ot the t.era. 
ot i~a MaroA 15t..b. t1nano1ng, and 1f t.he ~ plana are &o1n& 
t.o be a ehook ~o t.he bond aarke~ i~ will be OYer by ~he ~i .. 
t.he Treae~ announoeaent. 1e .. de and - will lalow how the 
bond aarket. reaot.e. 

Mt.er lunch s~eYe EarlJ' oue i n while the Preeiden~ 
and fUI , J r . were cha~t.1n& and reYiewing the Yarioue t.h1Q&e 
t.hey had t.alked abou~ and Hll,Jr. wae Jut~ about. to ·~ ~hat. 
1frid~ morning, a~ your pre•• oont orenoe, • when ~he Preeidan~ 
eon ot wi81il6d .b.1e oyee and and intilla~ed he did no~ want. 
hi m ~o ·~ anyth1ng 1n front ot S~en EarlY. Th11 11 HJI J r '• 
iapreeeion or the inoiden~, 1 1 could no~ t.ell whe~ber he did 
not. want. ae t.o t.alk beoauee he did not. want. S~eYe Early t.o 
ll:now ~ha~ he wae going ~ lll&lte eoae announoemen~ abou~ ~•" 
on Pr1da)' aorning or ~~ the Preeiden~ did no~ wan~ s~eYe 
Early t.o know ~hat. i~ wae 111 euggut.1on and no~ hie own, 
bu~ ~he Preeiden~ will eplll what. happened at. the ... ~1n& 
t.on1ght. aDd it i t. ie a ehook ~ t.b.e bOnd aarke~ we will mow 
i~ berore - announce our t1nano1ng on Monday.• 
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llproyipg the Tax Stnlctun 
. I 

lfe should keep conat&nt:IJ' betorv ua the purpose to u.1te our V 
;11 nrr&l tax structure a sounder and more equitable one. '!he preeent 

need tor additional revenues should be us ed to turtber this purpose. 

One u j or defect in our tax structure is in th"-t pert effecting cor­

porations. Present corporate taxes t.nd ....,.a to i.llprove thes baVfl 

been t1w subject or extended study by the 'l'l-e~sury Depertaent. 'lhese 

studies have now reached a point warranting the consideration ot basic 

changes in corponto Ulxation, changes that will constitute tu.nda-

mMto.l and permanent illlprovements end result in a fairer distribution 

ot the tax load as be~ocn corporate prof.ita withhold. trom stoekholdera 

and those distributed to thea as earned. 

In actual operation, the existing corporate taxes render incor­

poration of small buainoesos difficult or illlpoasible, al!d encaur&{lce 

the acCilll!11l.ation or surtnuses in corporation& owned b:y teJtpayers with 

large incomes. 'Ihis diaperi t:y of e.dvants.ge rosulte from the f'act that 

tho present tax rates on corporate inc01118 are disproportionate both to 

the higher rates on the larger individual. incoaes and to the lower 

rates on the mw.ller individual. incoaes. 

Since stockholders tu"e the beneficiAl owners o.t both distributed 

11nd l>ndiatributed corporate income, the ailll, ae a lllll.tter of f'lmdallental 

equity, ehould be to seek equality or tax burden on corporate income 

llbethor distributed or withheld troa stoCkholders. As the law now 

ete.nde, our corpo:ate toea dip too deepl7 into the abare of' corporate 

earning• going to stoc~\olders with ..U inCOMJSJ while the abare ~ 

stockholders with J.arse incomee esec.pes the surtaxes unless corporate 

earnillle are distributod to tb•· 'lhe Jlathod of' evading surtaxes thus 

afforded constitutes a problea u old u the inco- tax law iteelf', 
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aDd repeated atteapts b7 the Congress to pre'f811t tbia tona ot enaioa 

ban aot beca suecesatul.. Indeed, the e't'il baa beea a grorlag one. 

It bas aow reached disturbing proportions i'roa tbo atandpo~t of the 

inequality it represents and of i ta etteet on the Federal revenues. 

'lbua during tbe :year 19~, aoce ~ of corporate profits, 

-.!deb, ae earned, ehould be added to the incooeo of stockholders 

and there taxed as other personal ineoee, will, as utters now stand, 

be withheld from stockholders b. those in contrcl of corporations and 

the Government will, in one :year elone be thus deprived of revenues 

&IDO\lDting to over t 

lie should seek er;ualit7 of taxaticn on all inCOIIe froa wb&te..u 

source derived, and l.illdts should be set to the power of the aanageaent 

of corporetiona so great17 to influence tho sources or revenue eur­

r ontlT aveilable to the Federal Government. 

AccordinglT I roco11111cnd that the Congress repeal the present 

corporate income tax, the capital stock tax, the r l'llated excess pro!1.ts 

tax and tbo present exe~&ption of di videnda troa the ao110&.1 tAx on in­

dividual incomes. In lieu of these provisions, I reco:oaend that cor­

porate profits which are not distrillllted es earned be taxed at rates 

graduated above and below ~~~~~ . 

'these ratea for this tax are recommended because tbe:y will 

:yicl.d approxillatel:y the aaae re't'811118 as would be :yielded if the cor­

porate profits _. dietrillllted aDd taxed in the baDds of stocldloldere. 

In fixing tbe :uiOWit of UDdiatrilllltad corporate profits to be 

subject to the proposed tax, the ttll.l. uount of dividellda receiftd bT 

corporationa ehoul.d be included. D<uitable proviaicn abculd be ll&de 
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t or all proper deductiolla, ud tor oblipt1oaa Wider elidat.i.Dg contract. 

to retaill e&nliJicS. CoDaideratioll llb ... ld, ot OCNrU, be gi-na to the 

problea ot epeclAJ. treat.mt or &111 except.1ollftl. clue ot corporat1oaa. 

'Dis tax reco81ended would not a pply to axiet.i.Dg corporate 

capital or surplwses. 
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Good morning , Mr . Secretary 

Good moming 

Saturday 
February 29, 1936 

Mr . Bitt is also on the line and wishes to say good 
morning, 

Good mornil'\g 

Good morning , !lr . lUlls . 

llr . Secretary 

Yes 

We think you did absolutely 
rights t o the Uarch -
Bill. 

Right 

correct in not giving any 
to the Yarch Treasury 

And it helped the market a great deal 

Good 

It relieved the uncertainty 

Gt'od 

And people know just 
what to expect 

Good 

they know now exactly 

96 

Of course, there were so~e people who were disappointod. 

Yes 

But, altogether the good of the market in the future -
where you can put out Treasury bills now due in Sept8aber 
or something l i ke that 

I see. 
- 1a worth mor9 than this temporary disappointment on the 
part of a few people. 

Yea 

low, I will be frank 1n saying that a billion and a 
quarter caah 
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Yes 

- surprised the mar~et a little. 

It wa~ s littl e b~t of a shock -

Yes 

Now, a billion and a quarter cash and f ive hundred and 
fifty million exchanges 

Yes 

- making a total new offering of a billion eight 

Right 

- is a very large off ering . 

Yes 

And the market is - well, it' s just the conservative 
people in it were just a little bit - well, tha t 1s 
a large .amount of money . I don ' t think there ' s any 
question - it ' ll ~o o~er very very well . 

Yes 

Now, I t hink six hundred end fifty million each would 
give a billion three 

Well, we only asked for a billion and a quarter. 

A billion and a quarter? Well then, it 1 11 have to be 
divided up , six hundred, seven hundred, or whatever 
way you want it. 

Well, which way would you say? 

Well, the market for bonds is very good, sir . 

Yes 

But I will say t his in the conservative side 

Yes 

97 

That the holders of t he two and seven- eighths o! thirty-
lix were all short invested. ' 

Yea 
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The people that bought the Treasury Bills were all short 
invested . 

Yes 

That ' s a billion dollars or the billion eight 

Yes 

- is now invested 1n short 

Yes 

So I personally would favor the five year. 

Yes 

Now that- that's my own personal reaction, because of 
the large amount that' s held for three years or for six 
months. 

Well, the April notes would give the& their choice. 

That's right - that' s right . 

But how would you recommend dividing up the billion and 
a quarter as between bonds and notes? 

Well, I'd make it equal . 

You'd make it equal? 

Tha t would be my own opinion, yes. 

I see . 

Now, just one thing, I t n ink t he five year one and a 
half and a twelve-fourteen year bond, a fifty - eight 
sixty and a five year one and a half. Now I wculdn 1 t -
I would not get out three i ssues, because one of them 
will always be neglected. 

Yes 

Now on th five year note Mr . Ritt had something he 
wanted to enlargB on that and I think he'll come ad the 
phone right now, he's been listening . 

Please 

In the nineteen rorty maturities you have less maturities 
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than the billion seven hundred oillion now 

Ye:; 

And you have callable of the three and three-eighths 
three hundred and fifty - three ~illion making approxi­
mately two billion which may mature in that year . 

In nineteen forty? 

Yes - in nineteen forty-one you just have the three and 
a quarter of the forty-one . 

three and a 

Three and a quarter of the nineteen 

Yes , the only ones for the fixed oaturity . 

And then you have the optional date 

Yes 

- on the three and three-eighths of forty-one three. 

That's right . 

So, it seems to me t.hat in 9pread1ng the amount which 
matures that there is mur e open room in nineteen forty­
one rather than getting too much 1n nineteen forty . 

V:ell, now, let me think. Well , a five year note would 
fall 1n forty - one . 

A five - therefore a five ye~r one and a half 

Yes 

I think would be preferable to a four and a half year 
one and three-eighths for that reason. 

Well, I don ' t th ~k there's an awfUl lot of argument 
about that . 

Yes 

The only thing is whether a five year one and a half is 
a little bit too sweet . 

Well, it is at that. But on the other hand a five year 
one and three-eighths i s rather close. 
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Yes , yes 

I believe it would take a 
small premium of five, maybe 
seconds, something like t hat 

lt would take a very 
five to eight thirty-

How would you divide the billion and a quarter &s to 
bonds and notes? 

Well, I agree with Mr . Wills that the maturing certifi­
cates and Treasury Bills - I understand that are 
s)lort holders . 

Yes 

On the other hand the market is very good for bonds . 

It 1 s been suggested by a number of people that we make 

100 

it seven hundred and fifty bonds and five hundred notes -

Yes • 
Do you think t hat ' s too s trong on the bonds? 

I would say if it worked in with the plans of the 
Treasury, no . 

Well, we 

The more conservative thing to do would be to divide it 
half and half. 

It would be? 

That would be my impression, but I think you could do 
seven fifty to .N. ve hundred 1f it worked 1n w1 t h your 
plans better . 

Yes - but the more conservative we make it - well, 
let ' s see it's divi~ed as near equally as possibl e . 

Yes and then you' d treat both classes at ~est as equally . 

I see . Now, what do you t hink a premium would be on a 
five year one and a half? 

A five year one and a half? 

Whnt do you suppose it would sell at? 

Well, I should think it would certainly sell a t a half 
a ~oint premium t o start with . 

I t hink t his !s llr . 111lls again 
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Yes 

I think one and a half at - forty now quoted at twenty­
five twenty- seven 

Yes 

I th1nk~hey1 11 drop around tweaty on Monday, 

Yes 

And the new bonds with the new notes would stay around 
fourteen-sixteen and then with the weight of the new 
offering they won't - I don ' t think 
they' l l sell much above twelve fourteen thirty-seconds . 

Yes, well, now - on the bonds you people suggest forty­
eight? 

Fifty-eight sixty -

Whll t? 

Fifty-eight sixty 

No 

forty-eight sixty 

Forty- eight fifty (Laughter) 

You ' re talking another generation. 

Yes (Laughter) 

Forty-eight ? 

Forty-eight f ifty. 

Forty-eight fifty 
good? 

wouldn't fifty-one be just as 

Yes - they're optional dates - forty- eight fifty- one 
would be perfect ly all right . 

Because, fifty- one from O\\r maturities is a little bit 
t>etter. 

Yes 

- woul d set the picture a little bit better . 

It wouldn' t make any difference . 
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It wouldn't make any difference? 

Not a bit. 

What do -
have? 

how much premium do you think that would 

Well, that ' s very difficult to an~wer . 

I see. • 

I should estimate it would go to around well Just 
about the same it would be a one and a half year note 
around twelve fourteen to begin with. 

Yes 

It all depends upon the weight of the offering in the 
market . This is a very large cash offering . It's the 
largest cash offering the Treasury has offered in -
oh, about two years. 

Really? Well , t hen 

A billion dollars is the most that's ever been raised 
at one time before . 

But as between a forty-eight fifty and forty-eight 
fifty- one you don't care? 

No makes no difference. 

What? 

No difference 

No difference? And you feel that. it would be crowding 
it a little hit to make it seven-fifty bonds? 

Well, no, I don't think so, but it's -
on the side of of liberality. 

Pardon me? I didn' t get that . 

It's a little bit strong . 

A little bit strong? 

it's really 

seven hundred and fifty million bonds is a lot of bonds 
w1 th - w1 th a five hundred and f1f'ty million on top 
of it. 

Yes , .. 
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Of course if you don' t want no more bond issues for 
two or three conths it gives the market plenty of 
ti'!le to 

Yes 

Why it's all right . 

I see . Well , of course I can't make any promises . 

No, no 

Let me ask you this, what sort of reception did the 
President's announcement on taxes set~ - from the 
people - ? 

Well, that's difficult because we're not very good 
political Judges (Laughter) 
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It - I think it was a very courageous thing for him 
to do -

Yes 

To come out and demand a tax and of course the under­
tainty is what form they ' re going to take . 

I see. 

BecAuse a billi on dollars in taxes is a pretty shaky -
a pretty big amount 

Yes 

llo one knows what form that Congress will give t o it . 

Yes 
But he was very courageous to come out and it helped the 
Govornment Bond market tremendously -

It did? 

- to come out like that on the taxes . 

Well now, let me ask you another - are there any sour 
spots 1n the bond market? or the - ? 

None at all 

Did that issue for the Consplidated Gas , did that -

Ob, yes 

? 
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What? 

Oh, t~ey could have sold seven hundred ~illion of those . 

They could have? 

They said they were just like a Government issue . They 
could have sold any amount of them. They went to a one 
and a half poin~ premium immedi ately . 

Now there are no issues which are sticky are there, up 
there? 

No 

What? 

llo , the market 

Well - We'l l sit around here for 
hours and we 1 11 make up our minds . 
else you can add? 

(Laughter) 

a couple of more 
Is there anything 

There ' s just one thing I 1 d like to say . There ' s been 
some talk in the New York market that - of t he possi­
bility of a two and seven-eighths per cent bond 

Yes 

- with maturity at fifty-three t o fifty-five . 

Yes 

Well , my thought on that was that it might just ooen 
up a little adverse comment because you would be shorten­
ing in maturity 

~es 

- under the outstanding two and seven-eighths 

Yes 

- with a two and seven-eighth~ coupon. I think 
retrogression whereas taking a 

two and three-quarter coupon and presenting the m~turity-

Yes 

- it looks better from the Treasury standpoint . 
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Oh, I t hink you ' re ~bsolutely right. 

Yes 

I think you're absol utely right . 

But that talk has been around . 

Yes , well, I mean , it ' s perfectly obvious that we can 
get out a two and three-quarter and extend it three 
years- the 'length over December. 

Yes 

That reflects an improvement in the market . 

Oh, yes 

1 05 

If we take a two and seven- eighths and go back five 
years - shorten i t up five years - it looks as though 
things were - the bond market wasn't as strong . 

Yes, that ' s right . 

And I can 't see that at all . 

Yes (Laughter) I just ~anted to mention that . 

Well, I ' m very much obliged . 

Thank you, sir . 

Coodbye - we hope everything goes well Konday. 

Oh, it will, I'm sure it will . 

(Laughter) All right, goodbye. 

Coodbye, sir . 

Coodbye . 

I'm sure it will. 
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Hello, Yr . Secretary? 

Yes 

Allan Pope talking 

Good morning 

Saturday 
February 29, 1936 

Good morning - you asked me to call you up some time 
before ten-thirty . 

I certainly did . 

I don 't see anything about the market very different 
from when I was talking with you in fact it's a 
little bit stronger if anything • 

106 

• ..t,Jr: Yes 

P: 

P: 

Hli, Jr: 

And in regard to the metter which I spoke to you about 
about the one and a half note - I still think that 
if you don't bring too many who you couldn 't possibly 
bring one and three-eighths 

You do? 

- a little closer to the market , but 
always advisable t o do, but in view of 
think you probably could get away with 

it's 
the demand I 
a sizeable amount . 

Well , now, when you say a one end three-eighths , do you 
mean a rive year? 

A five year , yes . 

Yes - Do you think, - ? 

But a one end a half would be attractive and can be 
without question done for five years. 

Yes 
A one and three-eighths can be done 1n the present yield 
on the dece~ber one and a half which are three months 
shorter thirty-two one hundredths will give you a little less 
than one end three-eighths . 

I see. 

Regraded Unclassified 



P: 

IDI, Jr : 

P: 

HII , Jr : 

P: 

P: 

m.t ,Jr: 

P: 

Hli,Jr: 

P: 

HII,Jr: 

P: 

HII ,Jr: 

P: 

HII,Jr: 

- 2-

That ' s coming in pretty fairly close to the market , 

The one and three- eighths? 

Yes 

Now 

As far as the long threes are concerned t here ' s not hing 
to prevent at least 
three quarters of a billion . 

Vlhot 1 s that? 

I said I don't see anything to prevent long threes -
twenty- five year threes from being to the extent 
or at least three quarters of a billion anyway 

Is that right? 

Yes 

You're going to stick by those long threes? 

I don ' t think there ' s RnY doubt of i t myself . I think 
it ' s perfect ly clear , 

I see. 

I think tYio and seven-eighths (Clicking srund) 

Hello 
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Hello I think two and seven-eighths are a little less 
attractive . 

I see . 

The two· and seven- eighths are the only issue that isn't 
up st their high . 

Yes 

- all the time . 

Yes 
It ' s never been popular . I think the long three years 
will be a different story . 

Well , if we didn't do a three, if we did a medium bond, 
what would you &&J? 
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If you did an intermediate one? 

Yes 

Well , the two ond three quarters at a 
hundred and two offered a hundred and two f ive offered 
at a hundred and two seven - first movement 

Yes 

That ' s the ten years 

Yes 

If you go to fifteen years you've 80t - you•ve got a 
l itt l e question there 

Yes 

Because if you pay in ten years of course you ' ve got 
to put a premium on th~m . 

Yes 

Which 

Oh 

On account of this ruling of the Comptroller. 
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Pay 
would go? 

bow do you think a forty-eight f ifty-one 

A forty-eight fifty-one? 

Two and t hree-quarters 

a two and three-quarters , you mean? 

Two and three-quarters . 

Yes, Well, I t.h ink that could be done, probably . 

But you're not very enthusiastic? 

Well , I - yes, I'm - I think that - I only feel 
about it this way that I think you can extend your 
time 

Yes 

- beyond the the thirteen year period there why 
this is an opportune time to do it. 
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Yes 

\hat would be my feeling . 

Yes 

109 

Welli let me ask you t his, you know we ' ve rot to r8ise 
8 bi lion and a quarter - how vtould you divide thet 
amount as between notes and bonds whatever the bonds are? 

Well , I - I think that if you're going to go very 
long bonds 

Yes 

Or if you're to go intermediate it ' s a little different . 
I think with very long bonds you' d do well to stick 
within three quarters of a billion 

Yes 

But , I think if you're going t o go with intermediate 
maturities· -

Yes 

Twelve or thirteen years the first call date 

Yes 

11hy I t hink you could split it even . 

Split it even? In other words you don't think we can 
sell as many of the intermediate as we c'an of the long? 

No, I think you can sell a little more . I think you 
CHn sell a l ittle more intermediate ones than you csn 
the l ong. 

I don't thinK I qlrl.te understand. 

Well, I mean if you're going to bring out a billion 
eight hundred million I would think the most you could 
do would be eight hundred million of very long bonds 
and a billion of the short notes . 

Yes 
Andif you ' re going to bring out interaediate ones 
thirteen years - I think you could do a billion of e •. ch . 
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But look, 
got only 
quarter . 

I don ' t I don't quite follow you . We 've 
we ' re only going to offer a billion and a 

A billion and a quarter? 

Well, that ' s what I announced - a billion and two 
hundred nnd fifty million for cash 

Yes 

Now, I'm talking.now as a billion two hundred and fifty 
million - would you offer as between a note and an 
intermediate bond, I ruean, how would you divide that? 
I mean, would you offer ? 

I kno~, but let's Just forret that 

Yes, all right 

now would you divide the cash offering? 

Well, the cash?. Well , I think that you can - you 
can 't really count that that cash thing 

you can count the turn-ins because the 
turn-ins are really eit her cash or because they ' ll sell 
them and get the cash. 

Well , but but I've cot to make up my mind this 
morning on the billion and a quarter, if I offer six 
hundred and t~enty-five milli on of each or whether it's 
fiv~ and seven-fifty or Jus t how I do it , you see? 

Yes 

And the turn-ins tile turn-ins 

to allow the maturing obligations to -

have their choice . 

- to take their choice. 

To taks thei r choice . 

Yea 

So I•ve got to make a de~ision on the billion and a 
quarter - bow I di vide that, you see? 
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Well, I'm sorry to be to appear ~ bit stupid on 
this thing here now but my understanding of it is t he 
total amount of ~bligations which will come out will be 
about a billion eight, i3 that right? 

A billion eight 

Yes - I think you' ve got to consider it on the basis of 
the whole r ather than ~he amount for cash. 

The - that is true, but I - but in making up my mind 
the next hour or two I 1 ve fOt to announce as of the 
billion and a quarter so much will be fo r notes and so 
much will be for bonds. 

Yes , well, then according to that - 1ou•ve got to de­
termine t hen how much of the eight hundred million will 
be f or bonds . 

llo, of t he billion and a quar ter • 

• Well , you' ve got - haven' t you got to deter':line tha t 
for the eight hundred ~illion too? 

Yes , but thnt•s all part of i t , you see? 

Yes , that ' s what I mean . 

But I mean , t•ve got to say we going to - we are asking 
cash - a billi on and a quarter of which •x" dollars will 
be for bonds and "x" dollars will be for notes . The two 
together making a billi on and a quarter . 

Well if that's the case I'd Just say t hat you could 
divide it equally . 

Equally? 

Yes , sir 

That's what I wanted to know. I mean so that the offering 
would be s ix hundred and twenty-five for bonds and s i .x 
hundred and twent y- fi.ve for notes aoo that the Aprils 
would have their choi ce of either . 

Yes , well now, do I understand from your statement here 
now that your t ot a l offering - I want to be sure that I 
u not J118king any mistake 

Please.-

- your total offering this time will be one billion eight? 

That's r1cht. 
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And when the total offering is one billi on eight I 
think you' ve got to divide the one billi on eight 
rather than the Just what's prepared . 

But I can't divide it because I can' t tell the people 
what to do 

No 

- with their notes. 

They'll have 
I ' d divide the 

well, I see what you mean, - well, 
equally , then . 

What? 

I•d divide the notes equally between the bonds and the 
cash . 

You mean the only choice I have is for - of the 
billion and a quarter which is the cash. 

Yes 

I can say I will offer so much for bonds 
will be for bonds and so much for notes 

Yes 

You see? 

Yes 

Now, I can say there 'll be five and seven 
and a quarter and six and a quarter, see? 
to the people 

You' d be safe in having half 

l:lalf? 

Yes 

I see. Half of each? 

Half of each 

so much 

fifty or six 
Leaving it 

And as betweep a twelve fifteen and a twenty- five thirty 
you lean. towards a twenty-five thirty , is that ritht, -? 

. A twenty- five thirty, yes 
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T.ell , that ' s all very helpful. 

Now t he bond market -
where , no soft spots? 

llo, they ' re al.l strong . 

\'lha t' s that? 

Everything is strong . 

Everything is strong? 

Yes 

there are no sour spots anr-

Well, I'm very much obli ged 

You're very welcome . 

Thank you. 
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rebru,.r. '!a . 1936. 
A troup met" in th~ ho~ or Jeoret~ry ~or~entbau at 8:30 p~. 

' t o discuss tnx~tior. Those presen: were: 

Benl'Y a.:oreent!!•.u , :Jr . 3ecretary or th,. ':'reasury, 

Herman Oliphant , General Counsel , Treasury Oepertment , 

Geo . G. Baas , Bureeu of Research & ~tntietics , 

0 .~. Bell , Director, Bureau or the Budrot , 

Herbert E. Gaston, Assistant to the Jcoretary, 

Dr. Viner , 

Roswell l.:aftll, 

C. B. Uph3s, Assistant to the 3ecrotory . 

114 

l.lr . l.'orgenthJu !IUlde a prelimin.,ry st'ltement to the errect that 

he wanted to be sure th3t the tax reoommArd~tions made et the 

lb\t e House conror~nce with leaders rrom the Hill tomorrow nirht 

have been well considered . He sta tod that some doubts had nri:Jen 

ln his own mind with respect to the proposal ror a t3x on the 

undist ributed earnings or corpora tions ~nd that he would like to 

hove the eroup disouas in semincr ra&hion that t ax in particular . 

Mr . Oliphant explained that the theory upon wh~oh the tax was 

proposed was that oorpor3tion eorninrs should yield the same revenue 

whether distributed or undistributed and th'lt the rote or 2~1 wao 

fixed in accordance with that objective . 

Jpeaking or the basis upon which the rate had been calcula ted , 

he referred to th~ raot t hat eatainps or businesses operated by 

individuals or partnerships are subject to surtax. The estimated 

.mount or undistributed earntnes ror the year is $3 ~illion. $700 

mtll1on or this would go to individuals who pay no surtax and oo no 

revenu~ ~ould be derived rrum it . ~2 ,300,000 ,000 Foes to peroons 

in the hi~her brackets. If diatributed this woul~ yield a r evenue 
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or ~00 ~1ll1~n. 

03 billion represents w1thhold1n!>: or abo•Jt 3~ or corpor·.•t1on 

earninps . ~5% or 30~ t e 7%, or 1n other words the ~opoaed 

tllx will be about 7/. of total corpor•1tion earnib«s . The !lverare 

inoo,;e tax on corporations at present i s l:!J' . ..dd the present 

1!>..; to the proposed 7f. an1 y-,u get 22;. It was nbserved that the 

u• •Ush corpor'\t to• income tax is 22~. The proposed tax was 

described as an extension or the present law with respect to persona~ 

holdtnv companies, but not oo drastic . 

V.r . Morgenthnu setd th~t Covernor ~coles is interes ted in the 

tax frO$ the stahdpoint or credit control ~nd ravorb 1t. 

llr . l~orgenthau wondered if bi g business , as represented part i­

culcrly by the u • .:; . Chrunber or Commerce, .rould not start n vil'orous 

attack on the proposal as soon as it is brourht into the open. He 

sur~>ented certa in individual enterprhee ouch as t he Zcri'(1p8 Howard 

chain or paperG which would re~uiro exemption bPcause or special 

reasons . ~a another or~anizstion likely to be opposed to the tox , 

~. Rasa sueses ted that the ~oper basio for replytng to any such 

attack would be talk or t ax equality ~a an obJective. 

Mr . Oliphant added tha t we would floe tne osme attack with ony 

rroposol that would yiold ony revenue and that would be acceptable 

to the lays & Means Commlttee. Mr . OUnhal'\t added that 11' we have 

to rtp,ht ~e mieht as well right the people sho arc our enemies eny­

way . 

lo! r. '.'a ttl 1 said that the relatl f)nehip or the Depart :nent to the 

l'ays 11<. M~tans a.nd li'innnce ,;ollllli ttees was tmportant. He was or the 

opinion that at tacks on the proposal ~tght be anticipated t o some 
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ex~ent by the President ' s mess~ge an~ pu~rded ~Rainst . 

~r. Morgentbau said th~t ~he President ~nd he wers determined 

to have e tax bill tr C~nPress is to be kept here until arter 

election . He sa i d t~~ President wants 3 thtnpa, (1) a revenue or 

¢500 million fro"' so•1e kind or s~<gar coated proceoJ.sinr t i'X on en 

extended ~ber or commodities, ( ~ ) ~125 million this veer ror the 

bonus , end (3) $500 mtllton over e 3 year period to make up the 

: mount wb 1c~ we ere in tho hold thio riscal ye dr on the processing 

t ax , to be r a ised one tht1•d es cb year nnrl then stopped . 

~r. Oliphant eave ~ list or pos~ible proposals: 1 - a processing 

t x on a reduced basis, 2 - e windfall t ax to recla im i ncome unjustly 

enrich L~t> persons throu ~h opers t ton or t he SUpre:ne :::ourt •Jeto or the 

:.A.b. -.ct , 3 - e t ax on withhold cor;')or~ tion esrnin,·s, 4 - e s pocisl 

10~ :~ur tax on e ll unearned 1nco111e , 5 - s lfh it tlinr, down of the 

~x~mpt ions on the eote to t a~ , 6 - e restriction or the exemptions 

for dependents to the normnl t a x, 7 - D?Pl1oAtion or the norm~l 

inc~~• te~ to corpor t e dividends . 

:>r . lineP thought 5 a nd 6 the !;lOs t de:tirsble . 

l'r . Oliphant said th!lt 6 would st art the LaFollette right ror 

1n inorRased tax in the lower br3cketa . 

Dr. 'liner sold thnt the rich !lnd tbft poo~ are overtaxed , the 

1'1iddle class getting orr easy. He remarked that the lays & •·e.,nn 

Co~i ttee h3d refused ~~e or these propooale berore. 

" r. lt'a,~1ll said tha t be was tnterested in the exceptions to 

the propos ed tax E.nd ,,o ... ll like to see the draft or the btll. 

\"r. Oltphant reed excerpts rroe~ tile btll tncludin~ n number or 

Olllllllptiono , after wh 1 ch llr. :-tlf"ill sue,ge3 ted that some percent nr.e 
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a 
of earn in&s leas th:m 1~ aight be exe'llpted As/reserve and th·•t 

there m1 ·ht ol~o bA some exe~ption for a ~inki~r <und. 

~r. f&IHI aur.sested tha t hanks ~tnd fiduciory c~;miPS wo•Jld 

be ex11m!)t rrom the bill and th'it other corpor'\tions. could ro out 

and get O"-rtt.l if they needeu lt . 

!.r . M!!.t'1ll said he did not think tho proposal •vas blld ·;rlrl th~t 

ho ra not ahooked at it if it N~s ror the ruture ond not retro­

eetlv••· lie :;aid t here 1vou1d be 9n JUtory , or course . He sei1 two 

cons1der~t1onR ~ re neces ·erv to be t aken into nccount , (1) dotng 

wh t I e-utt bl~ nd l2) gett in~ :500 mi!lion wtth the least 

p.). lble •· ilint;. tie agreed that the SLI•'ftu tion3 o: ::>r . liner would 

be> ~v'!l in the 'lirection or e~ ltt'lbiltty . He rerorred to thA t'rc t 

thPt wheresa we •1sed to set a m!ljor po rt ion or our incoma rro~ income 

tax~~ 1 t comas more largely no1• rro'll or~les taxes . 

Mr . Mil. ·ill SUJ>'gented thllt corporl'ltions be rtv~n up until March 

15 tO deol'lrt• dividends 'l.Dd '?r . liner W' S in f'lvOr Of l"iVinp them 

l" months r'ltice unless there is <'"'e elllor~'ency nee'l . He to••ld 

hav e t'la to~ pply for 1nst• nee on t' ~rch 15, 19.57 , to the enrninga 

f'Jr ~'le " e"r 1935 which V'f"N n'lt i13tr1but"<l tn 1936 . 

'r . Oliph:lnt th >urht the ",ovr •r.rtcnt "' 1Ll lo::e c-~ite ., hit 

fro!! s•lch an arrlln"ement as -t !'~bult or 1nsolv•mc1es. 

llr . t&..,,.c;enthau asked Mr . !!uroill tr ho could rccollll!lerul this tnx 

to the Trous•uy nt. :1 mstter or principle to which lo!r . Mnrill replied 

th~t. if he •ore seeking the most de~tr:lble ~ethod to raise money 

he 1'0 1ld not do tt uts wsy, but rrtther lo·•er the exemntions nn ~ 

1ncree~e the retes b~t •een t~c lower leveld a nd up to ~0 th~tsJnd 

cn1 not rcrmi t exea~tions to be ~pplied to ·urt:1x . 
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LGkrd why he would eliminate the prop~3ed t ax he rArlt~~ that 

t':l t oore or l ess l)Ut hill' on thP ::pot, th'\~ he !"tadn't seen It lone: 

or thou ··ht about it much. '!'he theorv app~nled t.o him, H 1 t works , 

M llBid , bucnus'9 1 t l'oroe income out whet•e it is s·tbject to such 

sr:~r!u&ted taxes as Re heve. He sei there is no thin,.. inenu 1 tnhle 

abllut 1 t- b·J. t that he 11ould ·'i"Ul'e o'J.t oo~e percente!',"e for the 

c~rpor:~ tton to retain ~nd omu sinkinr rund pr?v ision . He oeroed 

th'lt nost •>1' the o ther Pl'Op<>:~~ls either y ield no revenue or oqnnot 

be r.seaed . 

~ . Mor entheu asked Or . Viner if he thourh t su ch e propose~ 

wo~ld rc t~rd business , t o which hJs re,ly was , on the contrary , thP 

£aner al errect mey be r~voreble . I r corpor~ttons were usinr their 

runds n~ were tor ced to ~1str1bute thea business woJ.ld be retarded . 

!n 1937 it ~ill probably stimul a te bus iness , i n 1g39 it may r et ard . 

The eneral trend ovrr the business c ycle will be tha t there will 

be no e~l'ect uruess the r'lte is overhurdenso~r . He thought it a 

step in t he rirht d irection ror deal1~r "1tb sucb concerns ea the 

!.l.umin•m Co . of ...mer!cn "hich piles up exoess surrl"s . He so1d 

it ~~de gre:~t deman~s Pn draftsmanship end he did not ltke it os en 

emersency measure . 

lolr . Oliplu!.nt aet" th ... t ac l.i catter or r sot :1 draft hnd been lH'il­

pared in 1933 but that rsc t ~ ... oro~ be whispered. Re said ee Beeman 

en~ Porker on the Hill ret down to the bus1nesa of draf ting and osk 

~rney ror ~U£gestions he can r ead the drert t c them pers~reph by 

paraeroph in an inot'fenoive end acceptable , even welcome manner . 

lt was agreed tha t no blll s boul4 be sent to t he Hill by the 
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President. 

or . ·11ner raised s0'1\f' nuestions about wby the nort!l!ll tar on 

o~rp~rntiona should be hither than that or 1ndiv1duuls if the 

rr?pos ed tax is to be ena cted and su~~ested the problem of·taking 

oJre or the e~u it1es of ~ond holders ~hose sta tus in some ,arttou­

lers mirht be arreoted. He was of the opinion t ha t such r~ctors 

ss l imi ted liability, ~1ch was mentioned , h~ve no rel~tio~sbtp 

to the ·'eder:tl incocc t a'C since it is the s tates which 1ve t h!l t 11mi -

ted liability . 

Ll r . Mr:lf' ill remarked t.hat not all or thll d 1rt'erences between 

tndi vid•t:l l '\nd corporat ton 1nco:11e rates could be ironed out . He 

s id th~ t #bile at one time he would ~ave thourht this proposal 

outra r.eous he no lonper thinks so . He ~n ~ ~r. Viner wer e ,greed 

·hat considera ti?n micht be riven t o dotnr ~way wtth the 0:1 itel 

stock t ax . 
I 

Mr . Morgenthal1 stated that on the bsa is or the 817en1ngs discnssion, 

he was s a tisfied to go ahead a nd recommend the tax. 

Jr . 71ner said be believed it was baaic:~lly economically 

des ir ble becaus e it gives tho investor the riebt to determine what 

ib dono wi th ~ia monoy. 
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February 27th 

Senator Burton K. ','iheeler came in to see •e 
thl!! .r.orning und spent an hour with me . He said he was 
entirely satisfied ;dth what I had Clone on silver . I asked. 
him ~t he would heve done had he been in my place and he 
said , "exactly the same" . 

120 
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1ebru&r7 27, 1~38 

OD files~ of t.h1e weelt, JUaa X. Hand '• e1eter called 
tho secret1r7 and eai4 ahl want.ed t.o .alte an appo1Dwent. 
wlt.h h111 tor lnl!ted 1Jt.at11 llarl.bal John J . Jl\arpQ. JDl,Jr. 

aalted t.he purpoae ot thl conference and lira. Roohan eaid 
ehe real]J d1d not. mow, but would appreeiate it 11' t.b.e 
seorete.I7 would aee llr. llW'PQ. JDl,Jr. t.un ha4 lloRAI7no1u 
oall ~ Jlurpll,r to f1nd out what he wanted and llurpll.f 1na1at.ed 
that he had a propoeition to preaent to the Secretary whieh 
would eaYe the Qoyernaent. a areat deal of aone7. 

llurp~ c .. e 1n toda;r witll two of tile woret. loolt1DC eroolte 

I ner eaw. llurpll.f 4id the t.allt1n& an4 ea1d that - of t.hl 
two .. n whoa he had with h1ll had 1nYent.e4 aoae aort of a 
powder wh1oll could be ueed 1n fire ut1JI&u1ehere and wh1oh 
would out-do AQJ'th1n& on the aark.et toda;r. llr. llor&entllau 
ooaplet.el7 fl11r etf thl &aQdle and laid, 1 It ~ be all ri&ht. 
tor a tJn1ted 8tat11 Karahal worlt1n& tor tile Depart.llent. ot 
Jus t1oe t.o peddle powder tor t1re ext.1n&uiahera, but. t.hat. 
oould not. happen 1n the !reaeur,y; 1 that A4a1ral People•' door 
waa opan to ~one who had AQJ't.hin& le&1t.1aat.e t.o aell t.o the 
Gonl'DIIent and that he t.bonpt. 1t. waa a &reat. 111podt1on tar 
a united State• llarlhal ~ AQJ'ene elae to co.e 1nto t.he oftioe 
ot the Seoretar.r ot t.he Treuury w1t.h an art.1ole he want.ed t.o 
a ell. 

The Secret.ar;r 11terall.Y thriW t.he aen out. and then 
oalled up ll111 Le Hand at the White House and told ur about 
her eiater•a haY1n& oalled h111; t.hat her aiater bad 4et1n­
ite17 aa1d lhl did not. know what. llurpQ want.e4. ll1aa Le Hand 
said her eilter had no bue1nlll t.o do euoh a t.hSn&. au 
aa1d, 1 I la&ppen t.o mow llurpll.y and he 11 a eroelt, e•en t.holl&ll 
he 11 a United Stat.el llarahal. 1 She apot.&1&ed to the Secre­
tary tor her eieter'a act.ian. 
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Tuesda:r 
LeHand 1 :s slater February 25 , 1936 

llrs. R: 

Hlo!, Jr : 

Mrs . R: 

f!14, Jr : 

llrs . R: 

HK,Jr: 

Krs.R: 

IDI , Jr : 

llrs . R: 

HK, Jr : 

Krs . R: 

Hll, Jr: 

llrs . R: 

Hli,Jr: 

l!rs . R: 

Hello 

Yes 

)[r . lloreenthau? 

Yes 

This is Mrs. Rochan 

Yes 

And the Marshall wanted me to ask you 

Who did? 

John Murphy, the Marshall 

I'm sorry , I don ' t hear very well 

United States Marshall, John J . Vurphy -

Unite~ States Marshall? 

Yes 

Yes 

Wanted me to ask you 1f it would be possible for him 
t o have just a few minutes with you Thursday or Flrday? 

Not on what matter , please? 

I don't know, he said lt was something very important. 

United States Marshall from where? 

From Boston 

Well , if it's important, yes 

Yes - He didn't tell me what it was. 

What's his name, please? 

United States Marshall, John:. Murphy 

John what? 

John J. Murphy 
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HII,Jr: 

mt,Jr : 

l(rs. R: 

IDI , Jr : 

M.rs . R: 

IDI,Jr : 

llr3 . R: 

ID.I ,Jr: 

Jlrs. R: 

John J. Jlurphy? 

Yes 

- 2-

Kight I ask why be asked you to do it ror him? 

Well, I don't know (laughter) 
I'm sure I don ' t know. 

Yes well, he ' ll have to take his chances - it 
he comes 1n Friday - Thursday afternoon I ' ll t£Y 
to see him. 

Yes 

We'll say a round three o ' clock. 

Yes 

Yes 

Thank you very much, Ur. V:orgenthau. 

Thank you . 

All right. 
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DOW .Jillt.S - Fem.arr 27, 1956. 12 5 

TREASURY TO BORROW BILLION AND A OUARTER IN r.ASH 
WASHN - SECY MORGENTHAU ANNOUNCED THIS MORN-

ING THAT rHE TREASURY WIL L BORROW I N ITS MAR I~ 

FINANCING I 250 000 000 DLS IN CASH - OUT OF 

THIS TOTAL THE SECY SAID THE TREASURY WIL L 

REDEEM 450 000 000 DLS IN TREASURY BILLS MATUR­

ING MAR 16 MAKING THE NET AMOUNT OF NEW MONEY 

800 000 000 DLS - BESIDE OFFER ING I 250 000 000 

DLS OF SECURITIES FOR CASH THE TREASURY WI LL 

REFUND IN THE MARCH 16 FINANCING ~5q 000 000 OL 

IN TREASURY NOTES WHICH MATURE APR IS-

THE TOTAL OF THE ENTIRE FINANCING THEREFORE 

MAY REACH I 800 000 000 DLS 

SECY 0 MORGENTHU - -

SECY MORGENTHAU ADMITTED THAT THE UNUSUALlY 

LARGE BORROWING OF CASH IS IN ANTICIPATION OF 

BONUS PAYMENT-

• 
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DOW JlliiES - febrwu'7 l:7, ~. 

- WE ARE GETTING OUR HOUSE IN ORDER TO 

HANDLE THE BONUS- THE SECY SA ID - -WE ARE 

DOING EVERYTHING WE CAN TO GET THE BONUS OUT 

ON TIME- IT WILL TAKE A LOT OF MONEY AND WE 

MIGHT AS WELL START GETTING REDAY FOR IT -

1?6 

CAN-T BREAK DOWN HOW MUCH OF THIS MONEY IS 

NEEDED FOR THE BONUS AND HOW MUCH IS FOR SPFND­

ING BUT EVERY SINGLE TH IN G THAT WOULD COME INTO 

OR BE TAKEN OUT OF THE TREASURY HAS BEEN TAKEN 

INTO ACCOUNT AND WHEN WE GFT All THROUGH THIS 

IS THE FIGURE WE ARRIVE AT- WHEN HE WAS ASKED 

WHY HOLDERS OF THE BILLS WHICH MATURE MARCH lfi 

WOULD NOT BE ALLOWED TO CO NVERT THFM INTO NEW 

SECURITIES SECY MORGENTHAU SAID THAT HE DID NOT 

BELIEVE IT WAS GOOD FISCAL POLICY TO AL LOW BIL L 

HOLDERS CONVERSION RIGHTS-

HE RECALLED THAT T ~COOLIDGE WHILE HE 

WAS UNDERSECY ANNOUNCED THAT THE MAR lfi 911 LS 

WOULD BE REDEEMED IN CASH-
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PUIDEIIT a•sna.t teLl CIIICUIIIIIW. UAIIaa AT l c.IIRUIICI 
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-
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•till CtiiFUIICI WITK Til Pllllllllf CtlllflfVTIJ l 11fLL IIICallll 

IITI URIUCI Te !II FISCAL CIUITIOII tr Ill CttUIMlifl',• IAUIIII 

SUI. 

wtlll Pllllltllf DIJ'IIIIIJ Til CMR'DCI UAT lilt VIII II IIIU laJ 

A IIIIIAU ft Cll "II AI T1 Til IIIClllln AD IIIII FH nlflll •••t 
llTIC UrDIICI Tl JAUICIII ta ..,.at II INTo 

•u IILL lift Ill DIU PI Til •ssau llli IT IILL IKAII A TAl 

JILL AT Till lllllllo 

'Till IILL IILL K Ill UIIIU II 81111 fill .. en AIAII lll1'e 1.--
IUD IT IIIII llnll t• II II IAI IPPMCD ._fill IUJ 14 ••r 

- -
DICDI 1ft ~ w. fiAT II AU. I CU IAY,II Ul81- IIDIUille 
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.ca-.-J 

All IMIDII.T 
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WASHN- PRESIDENT ROOSEVELT ANNOUNC~D TODAY 

THAT HE WOULD SEEK ~ROM CONGRESS A TOTAL 0~ r r:. ~ I 137 000 000 OLS IN REVENUE ~ TO COVER BONUS 

~ · AMORTIZATION 0~ 120 000 000 DLS A YEAR "OR 

ES 9 YEARS 500 000 000 OLS AS A PERMANFNT SUA­..... 
STITUTE SUBSTITUTE FOR PROCESSING TAXES AND 

500 000 000 DLS IN TE~PORARY I TO 3 YFAR TAXFS 

TO COVER CURRENT YEAR-S LOSS 0~ REVENUE "ROM 

PROCESSING TAXES BY REASON OF THE AAA DECISION-

THE CHIE" EXECUTIVE STATED THAT A FORM 0" 

INCOME TAX ON CORPNS WOULD BE LEVIED TO RE~OUP 

THE APPROXIMATELY ISO 000 000 DLS IN IMPOUNDED 

OR UNCOLLECTED PRe OcESS I NG TAXES - THIS TAX 

WOULD APPLY ONLY TO THE EXTENT OF RECOUPING 

FOR THE GOVT TAXES THAT WERE NOT COLLECTED ANO 

WHICH PROCESSORS CANNOT PROVE WERE NOT PASS~O 

ON TO THE CONSUMER - THE CHIEF EXECUTIVE BFL­

IEV ES THAT THESE SO-CALLED WINDFALL TAXFS CAN 

BE LEVIED TO EQUALIZE THE TAX BURDEN WHICH ~X­

ISTED UNDER THE AAA 

STARTING HIS LONG TAX DISCUSSION PRESIDENT 
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ROOSEVELT SAID THE TREASURY-S NEEDS ARt fwO-~UIU 

BOTH 0~ THESE HE SAID HAD BEEN PROVIDED ~OR 

IN THE BUDGET BUT SUBSEQUENT EVENTS MAKE IT 

A NECESSARY ~OR ADDITIONAL TAXES TO BALANCE THF 

BUDGET AS IT STOOD IN JANUARY WHEN THE MESSAGE 

WAS SENT TO CONGRESS-

THE TWO THINGS THAT MUST BE MET ARE BONUS 

AMORTIZATION AND RECOVERY OF LOS T PROCESSING 

TAX REVENUE AS WEL L AS A SUBSTITUTE TO MEET 

THE FUTURE FARM NE EDS - THE BONUS PAYMENT AT 

THIS T IME THE PRESIDENT STATED INCREASES THF 

BURDEN ON THE TREASURY TO THE FXTENT OF 1?0 000 

000 DLS A YEAR FROM NOW UNTIL IQ4~ - UNDER THF 

OLD BONUS LAW THE TREASURY SET ASIDE FROM 

150 000 000 DLS TO 160 000 000 DLS A YEAR TO PAY 

OFF THE BONUS IN 1945 - UNDER THE NEW LAW 

FROM 270 000 000 TO 280 000 000 DLS Will BE 

NECESSARY TO AMORTIZE THE BONUS DEBT IN IQA~ 

TAXES TO MEET THIS 120 000 000 DLS ADDED BURDFN 

WERE CLASSIF I ED BY THE CHIE~ EXECUTIVE AS NEW 

AND ADDIT IONAL TAXATION TO BE PAID BY THF A TAX­

P AYERS OF THE COUNTRY -
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llills : 

mt,Jr: 

II: 

R: 

IG!, Jr : 

iol : 

Hli,Jr : 

II : 

lili, Jr : 
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Rll, Jr : 
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Hli,Jr : 

lol : 

lllol, Jr : 

ll: 

Hl!, Jr : 

ll : 

HW, Jr: 

ll : 

Hk, Jr: 

II : 

Good morning , ~. Secretary 

Good morning 

Saturday 
February 29, 1936 132 

Yr . Ritt is also on the line and wishes to say good 
morning. 

Good morning 

Good morning, l4r . Kills. 

l.lr. Secret ary 

Yes 

We think you did absolutely correct in not giving any 
rights t o t he March - to t he March Treasury 
Bill. 

Right 

And it hel~ed the market a great deal 

Good 

It relieved the uncertainty 

Good 

And people know just 
expect 

Good 

lmow 
they/now exactly what to 

Of course , there were some people who were disappointed • 

Yes ... > . 

But, a ltogether the good of "'the market in the future 
where you can put out. Trea sury bills now due in September 
or socetbing like that:. -

I see . 

- is worth more than this t emporary disappointment on the 
part of a few people. 

Yes 

Now, I will be frank 1n saying that a billi on and a 
quarter cash 
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Yes 

- surprised the market a little. 

Yes 

It was a little bit of a shock 

Yes 

Uow, a billion and a quarter cash and five hundred and 
fifty million exchanges 

Yes 

making a total new offering of a billion ei ght 

Right 

- is a very large offering . 

Yes 

And the market is - well, it ' s Just the conservative 
people in it were Just a little bit - well, that ' s 
a large amount of money . I don't think tnere's any 
question - it ' ll go over very very well . 

Yes 

Now, I think six hundred and fifty million each would 
give a bill ion three -

Well, we only asked for a bil. ion and a quarter . 

A billion and a quarter? Well then, it ' ll have to 
be divided up, s ix hundred, seven hundred, or whatever 
way you want it. 

Well, which way would you say? 

Well, the market for bonds is very good, sir. 

Yes 

But I will say this in the conservative side 

Yes 

133 

That the holders of the two and seven- eighths or thirty­
s i x were al l short invested . 

Yes 

Regraded Unclassified 



],( : 

l!ll, Jr : 

'J: 

lfii, Jr : 

li: 

IBI,Jr : 

ll: 

RU, Jr : 

li : 

mt,Jr: 

li: 

illi,Jr: 

\1 : 

l!ll, Jr : 

'l : 

IBI, Jr : 

II: 

Rli,Jr: 

lol : 

mi,Jr: 

R: 

-3-
134 

The people that bought the Tr easury Bills were all 
short invasted . 

:tes 

That's a billion dollars or the billion eight 

Yes 

- is now invested in short 

Yes 

So I personally would favor the five year. 

:tes 

Now that -
of the l a rge 
six oonths . 

that's my own personal reaction, because 
amount that ' s held for three years or for 

Well , the April notes would give thee their choice. 

That ' s right that ' s righ't. 

But how would you recommend dividing up the billion and 
a quarter as between bonds and notes? 

Well I'd make it equal. 

You'd make it equal? 

That would be DY own opinion, yes . 

I see . 

Now, just one thing, I think the five year one and a 
half and a twelve-fourteen yeer bond, a fifty-eight 
sixty and a five year one and a half. Now I wouldn't -
I would not get out three issues, because one of them 
will always be neglected. 

Yes 

How on the five year note Mr . Ritt hed something he 
wanted to enlarge on thilt and I think he ' ll co'll8 on the 
phone right n~w, he's been listening. 

Please 

In the nineteen forty aatur1t1ea you havelesa maturi ties 
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than the billion seven hundred million now 

Yes 

And you have callable of the three and three- eighths 
thr ee hundred and f ifty- three million making approxi­
mately two billion which may mature in that year . 

In nineteen forty? 

Yes - in nineteen forty- one you just have the three and 
a quarter of the forty-one. 

three and a 

Three and a quarter" of the nineteen 

Yes , the only ones for the fixed maturity. 

And then you have the optional date 

Yes 

- on the three and three-eighths of forty- one three . 

That ' s right. 

So , it seems to me that in spreading the amount which 
matures that there is more open room in nineteen forty­
one rather than getting too much in nineteen forty . 

Well , now, let me think. Well , a five year note ~Quld 
fall in forty-one . 

A five therefore a five year one and a hal! 

Yes 

I think would be preferable to o four and a half year 
one and three- eighths for that reason. 

Well, I don' t think there ' s an awful lot of argument 
about th t . 

Yes 

The only thing is whether a five year one and a half is 
a little bit too s weet . 

We 1, it is at that . But on the other hand a five year 
one and three-eighths i s rather close. 
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Yes, yes 

I believe it would take a -
small premium of five, maybe 
seconds, somet~ing like that 

it would take a very 
five to eight thirty-

136 

How would you divide the billion and a quarter as to 
bonds and notes? 

Well , I agree with Kr . Mills that the maturing certifi-
cates and Treasury Bills I underst~nd that are 
short holdere. 

Yes 

On the other hand the market is very good for bonds . 

It's been suggested by a number of people that we make 
it seven hundred and fifty bonds and five hundred notes -

Yes 

Do you think that ' s too strong on the bonds? 

I would say if it worked in with the plans of the 
Treasury, no . 

Well , we 

The more conservative thing to do would be to divide 
it half and halt . 

It would be? 

That would be my impression, but I think you could do 
seven fifty to five hundred if 1t worked in with your 
plans better . 

Yes - but t he more conservative we make it well, 
let ' s see it's divided as near equally as possible. 

Yes and then you ' d treat both classes at best as equally, 

I see . Bow, what do you think a premilll:l would be on 
a five year one and a half? 

A f ive year one and ~ halt? 

What do you suppose it would sel l at? 

Well, I should think it would certainly sell at a halt 
a point premium to start with. 

I think this is llr. Kills again -
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BK,Jr: Yes 

~,Jr: 

tiii ,Jr: 

!i : 

l!li,Jr: 

H: 

RK,Jr: 

ll: 

I th1.nic one and a balr at 
t?:enty - five twenty-seven 

Yes 

forti now quoted at 

I think t hey'll drop a round tYient y on Monday. 

Yes 

And the new bonds with the new notes would stay around 
fourteen-sixteen and t hen with the weight of the new 
offering they won't I don't 
think they'll sell mu~h ~bov~ twelve fourteen thirty­
seconds. 

Yes , well, now 
forty-eight - ? 

Fifty- eight sixty 

What? 

Fifty-eight sixty 

on the bonds you people suggest 

forty-eight sixty 

HJ.I,.Tr: No 

Ll : 

Hll,Jr: 

ll: 

llli,Jr: 

ll: 

ffil ,Jr: 

ll: 

B.!.I, Jr: 

il : 

mt,Jr: 

Forty-eight fifty (I.aughter) 

You ' re talking another generation. 

Yes (Laughter) 

Forty-eight ? 

Forty-e1ght-fiity. 

Forty-eight fifty 
good? 

woul dn't fifty-one be Just as 

Yes they're optional dates - f orty-eight 
fifty-one would be perfectly al1 right. 

Because, fifty- one from our maturities is a little bit 
better. 

Yes 

- would set the picture a little bit better. 

It wouldn't make any d i fference. 
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It wouldn 't make any di f~erenee? 

Not a bit . 

What do 
have? 

how much pre~ium do you think that would 

Well , that 's very difficult to answer . 

I see . 

I should estimate it would go t~ around - well just 
about the same it would be a one and a halt year note 
around twelve fourteen to begin with . 

Yes 

138 

It all depends upon the weight of the offering in the 
market . This is a very large cash offering. It's the 
largest cash offering the Treasury has offered in -
oh, about two years . 

Really? Well , then 

A billion dollars is the most that's ever been raised 
a t one time before. 

But as between a forty-eight fifty and forty-eight 
fifty-one you don't care? 

No 

What? 

makes no difference . 

No difference 

tlo difference? And you feel that 1t would be crowding 
it a little bit to make it seven-fifty bonds? 

Well, - no, I don't think sot but it's - it's really 
on the side of - of 11berallty. 

Pardon me? I didn 't get that . 

It's a little bit strong . 

A little bit strong? 

Seven hundred and fifty million bonds is a lot of bonds 
with with a five hundred and fifty million on t op 
or it . 

Yes yes 
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or course if you don't want no 111ore bond i ssues for 
two or three months it gives the carket plenty of 
time to 

Yes 

Why it ' s all right. 

I see. Well , of course I can't make any promises. 

No, no -

Let me ask you this, what sort of reception did the 
President's announcement on taxes get? From the 
people - ? 

Well, that's difficult because we 1 re not very good 
political judges (Laughter) 

Well 
it 

'39 

It - I think/was a very courageous thing for him to do -

Yes 

To come out and demand a tax and of course the uncertainty 
is what form they ' re going to take . 

I see. 

Because a billion dollars in taxes is a pretty shaky 
a pretty big amount 

Yes 

No one knows what foro tha t Congress will give to it . 

Yes 

But he was very courageous to come out and it hel~ed the 
Government Bond market tremendously 

It did? 

- to come out like that on the taxes. 

Well now, let me ask you another are there any sour 
spots in the bond market? - or the - ? 

None at all. 

Did that issue for the Consolidated Gas, did that - ? 

Oh, :res 
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Ylhat? 

Oh, they could have sold seven hundred million of those. 

They could have? 

They said they were Just like a Government issue . They 
cou~d have sold any amount of them. They went to a one 
and a half point premium immediately. 

Now there are no ' ssues which are sticky are there up 
there? 

No 

What? 

No, the market 

Well We'll sit around here for a couple of more 
hours and we'll make up our minds. Is there anything 
else you can add? 

(Laughter) 

There's Just one thing I 1d like to say . There ' s been 
some talk in the New York market t hat - of the possi­
bility of a two and seven- eighths por cent bond 

Yes 

- with maturity a t fifty-three to fifty - five . 

Yes 

Well, my thought on that was that it might Ju~t open 
up a little &dverse c~~ent because you would be shorten­
ing in maturity 

Yes 

- under the outstanding t wo and seven-eighths 

Yes 

- with a two &nd seven- eighths coupon . I think 
retrogression whereas taking a 

two and three-quarter coupon and presenting the maturity -

Yes 

- it looks better from the Treasu_~ standpoint. 
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Oh, I think you ' re absolutely right . 

Yes 

I think you' re absolutely right. 

But that talk has been around. 

Yes, well, I mean, it ' s perfectly obvious that we can 
get out a two and three-quarter and extend it three 
yea~s - the length over December . 

Yes 

That reflects an improvement in the market . 

Oh, yes 

If we take a two and seven-eighths and go back five 
years - shorten it up five years - it looks as though 
things were the bond market wasn ' t as strong. 

Yes, that's right. 

And I can't see that at all . 

Yes (Laughter) I just wanted to mention that. 

Well , I ' m very much obliged. 

Thank you, sir. 

Goodbye we hope everything goes well llonday. 

Oh, it will, I ' m sure it will. - I 1m sure it will . 

(Laughter) All right, goodbye. 

Goodbye, sir. 

Goodbye . 
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Hll, Jr: 
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Hello, Mr . Secretary? 

Yes 

Allan Pope t~lking 

Good morning 

Saturday 
February 29 , 1936 

Good morning - you asked me t o cull you up some 
time befor e ten-thirty . 

I certainly did. 

I don't s ee anything about the market very different 
from when I was t a lking with you - 1n fact it's a 
little bit s tronger if anything. 

Yes 

And 1n regard t o the ma t t er which I spoke to you about 
about t he one and a half note I ~ till ~hink that 
if you don ' t br ing t oo many why you couldn 't possibly 
bring one and t hree-eighth s 

You do? 

it •s 
the demand I 

142 

- a little cl oser to the market, but 
always advisable t o do, but i n view of 
t h ink you probably could get away with a sizeable amount . 

Well , now, when you say a one and three- eight hs , do you 
mean a five year? 

A five year, yes . 

Yes - Do you think , - ? 

But a one and a half would be attractive anrl can be 
without question done for five year s . 

Yes 

A one and three-eightbscan be done 1n t he present yield 
on the December one and a halt which are three months 
shorter 
thirty-two one hundredths will g i ve you a little leas 
than one and three- eighths. 

I see. 
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Thet •s coming 1n pretty fairly close to the market . 

The one and three-eighths? 

-Yes 

Now 

As far a s "the long threes are concerned there ' s nothing 
to prevent at least 
three quarters of a billion. 

What's that? 

I said I don 't see anything to prevent long thr ees 
twenty-five your threes from being - to the extent 
of at least three quarters of a billion anyway 

Is that right? 

Yes 

You're going to stick by those long threes? 

I don't think there's any doubt of it myself. I think 
it ' s perfectly clear . 

I see . 

I think two and seven-eighths 

Hello 

(Clicking sound) 

Hello, I think two and seven-eighths are a little less 
attract! ve . 

I see. 

The two and seven-eighths are the only issue t hat isn • t 
up a t their high . 

Yes 

- all the time. 

Yes 

It ' s never b!en popular . I think the long three years 
will be a different st or y . 

Well , if we didn ' t do a three, if we di d a med1~ bond, 
what would you say? 
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If you did an i ntermediate one? 

Yes 

Well 
at a hundred and two 
offered at a hundred 

Yes 

That ' s the ten years 

Yes 

the 
offered 
and two 

two and three 
a hundred and 
seven - first 

quarters 
two five 
movement -

If you go to fift een years you •ve got - you ' ve got a 
little question there 

Yes 

Because if you pay 1n ten years of course you' ve got 
t o put a premium on them . 

Yes 

Which 

Oh 

On account of this ruling of the Comptroller. 

Pay 
would go? 

how do you think a forty-eight fifty-one 

A forty-eight fifty-one? 

Two and three-quar ters 

a two and three-querters , you mean? 

Two and three-quarters. 

Yes Well, I t hink that could be done , probably. 

But you're not very enthusiastic? 

WeU I 
about it 
tilDe 

Yea 

yes, I'm- I think that I only feel 
this way tb!lt I t hink you can extend your 

- beyood the the thirteen year period there wb1 
tbla la an opportune time to do it. 

H4 
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Yes 

That would be my feeling. 

Yes 

145 

Welli let oe ask you this , you know we •ve ~ot to raise 
a bi lion and a quarter - how would you divide that 
amount as between notes and bonds whatever the bonds are? 

Wel~, I I think that if you 're going to go very 
long bonds 

HU,Jr : Yes 

P: 

IDI,Jr : 

P: 

fDI ,Jr : 

P: 

IIli,Jr: 

P: 

fDI ,Jr: 

P: 

Bli, Jr: 

P: 

Bli,Jr: 

P: 

OT if you ' re to go intermediate it ' s a little different . 
I think with very long bonds you' d do wel~ to stick 
within three quarters of a billion 

Yes 

But, I think if you're going to,~ith intermediate 
maturities 

;tes 

Twelve or thirteen years the first call date -

Yes 

Why I t hink you could split it even. 

Split it even? In other words you don't think we 
can sell as many of the intermediate as we can of the 
long? 

No, I think you can sell a little more. I think you 
can sell a little more intermediate ones than you can 
the long . 

I don't tbink I quite understand. 

Well, I mean if you're going to bring out a billi on 
ei ght bundr~ million I would t hink the most you could 
do would be eight hundred million of very long bonds 
and a billion of the short notes. 

Yes 

And if you're going to brinc out intermediate ones 
thirteen years - I think you could do a billion of each. 
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-5- 146 

But look, I 
got only 

don ' t I don't quite follow you. We 've 
we ' re only going to offer a billion and 

a quarter . 

A billion and a quarter? 

Well , thatawhat I aunounced - a billion and two hundred 
and fifty mill ion for cash 

Yes 

flow , I 1m tal.ting now as a billion tr.o hundred ~md fifty 
million would you offer as between a note and an 
intermediate bond, I mean, how would you divide that? 
I mean, would you offer ? 

I know, but let ' s just forget that 

Yes, all right 

How would you divide the cash offering? 

Well , the cash? Well , I think that you can you can't 
really count that - that cash thing 

you can count the turn-ins because the 
turn-ins are really either cesh or because they'll sell 
them and get the cash. 

Viell , but but,1 1 ve got to make up my mind this morning 
on the billion and a quarter, if I offer six hundred and 
t nenty-fi ve million of escn or whether it's five and sewn­
fifty or just how I do it, you see? 

Yes 

And the turn-ins the turn-ins 

to allow the maturing obligations to 

have their choice. 

- to take their choice. 

To take their choice. 

Yes 

So I've got to make a deci sion on the bill ion and a 
quarter - how I divide that, you see? 
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Well , I 1m sorry to be to appe~r a bit stupid on 
this thing her e now but my under standing of it is the 
total amount of obligations which will come out will be 
about a billion eight, is that right? 

A billion eight 
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Yes I think you ' v~ got to consider it on the basis of 
the whole rAther than the acount for cash. 

The - that is true, but I 
the next hour or two I ' ve got 
billion and a quarter so much 
much will be for bonds . 

but in making up 
t o announce as or 
will be for notes 

my mind 
the 
o.nd so 

Yes , well , then according to that you ' ve got to 
determine then how much of the eight hundred million 
wil l be for bonds . 

No, of the billion and a quarter . 

Well, you've got haven ' t you got to determine that 
for the eight hundred million too? 

Yes, but that ' s all part of 1t , you see? 

Yes , that ' s what I mean . 

But I mea.n, I ' ve got to say we going to we are asking 
cash - a billion and a quarter of which "x" dollars will 
be for bonds and "x" dollars will be for notes . The two 
together caking a b~ion and a quarter. 

Well if that's the case I'd just say that you could 
divide it equally. 

Equally? 

Yes, sir 

That's what I wanted to know. I mean so that the offer ing 
would be six hundred and twenty-five for bonds and si x 
hundred nnd t wenty-five for notes and that the Aprils 
would h~ve their choice of either. 

from 
Yes ~ well now, do I understand I your statement here now 
that your tot al offer ing I want to be sure that I 
am not making any mistake . 

Please 

- your total offering this ti~e will be one billi on ei ght ? 

'l'ha t • s r igbt . 
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And when the total offer ing is one billion elght I 
think you' ve got to divide t he one billion elght 
rather than the just what's prepared . 

But I can ' t divide it because I can ' t tell tha people 
what to do 

No 

with their notes. 

They'll have 
I'd divide the 

well, I see what you mean. Well 
equally , then . 

What? 

I ' d divide the notes equally between the bonds and the 
cash. 

You mean the only choice I have is for of the 
billion and a quarter which is the cash. 

Yes 

I can say I will offer so much for bonds 
will be for bonds and so much for notes 

Yes 

You see? 

Yes 

!low, I can say there 'll be five and seven 
and a quarter and six and a quarter, see? 
to the people 

You ' d be safe in having half 

Half? 

Yes 

I see . Half of each? 

Bali' of each 

so much 

fifty or s ix 
- Leaving i t 

And as between a twelve fifteen and a twenty-five thirty 
you lean towards a twenty-five thirty, is that right? 

A twenty-five thirty, yes 
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P: 

IDS, .Tr: 
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Well, that's all very helptul . 

How the bond market 
where, no soft spots? 

No, they're all strong . 

What 1 s that? 

Everything is strong. 

Everything is strong? 

Yes 

there are no aaar spota &DT-

Well, I •m very much obliged , 

You 're very welcome. 

Thank you . 
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HJ.I, Jr : 

B: 

H11, .Tr : 
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I!!J , Jr : 

l!il , .Tr : 
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HJ.t , .Tr : 

B: 

:lll, .Tr : 

B: 

tn.l , .T r : 

B: 

Hli,.Tr: 

B: 

l!il ' Jr : 

1\ : 

EI:l ,.Tr: 

B: 

B: 

How are you? 

I ' 111 very well. 

Saturday 
~ebruary 29, 1936 
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Well , we're sitting around here, three or four of us -

Yes 

And we thought we'd get the first flash from you -

Well, I - I feel just as I did yesterday -

Yes 

I' d do a five year one and a balf and the - the 
forty-eight fifty-one two and three quarters ;md I 1 d 
do - I'd do five hundred million of the five year 
and I 1 d do seven hundred and fifty million of the 
other. 

Yes 

And I'm sure that would go . 

You 're sure it would go? 

Yes, yes 

Well, now, you don ' t t hink the seven fift y is a little 
strong? 

No, I really don•t , I t hink i t would go nicely. 

Have you had a check this morning with your different 
people? 

Yes, I • ve - I've talked to four dealers this morning. 

Yes , what four? 

How was that? 

Whicll four? 

I talked t o Discount , Solomon 

Yes 

Childs and Hew ork and Hanseatic. 

I see. Which was tbe last? 

Jew York and Hanseatic? 
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No, I don't know 

One of the smaller dealers 

Yes 

And they ' re all - they all say that what you offer 
will go . Anything within reason -

The only thing I •m questioning is the five hundred 
and the seven fifty . 

Yes , yes 

I mean, whether we shouldn't make it maybe sixty 
hundred and six-fifty.- ? 
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Well, I think that the evidence is then that the people 
are leaning a little more toward bonds now -

Yes 

- and a little less towards notes. 

I see . 

So that - that I'm sure it ' ll go. 

You • re sure? 

Yes , yes 

Of course it - it' s a much nicer sale, I mean , to 
sell the bonds . 

Yes, sure -

How do you thing those fellows 
the Apr il notes, how do you think 
you think they'll do? 

those fellows with 
they ' ll - what do 

Wel l , I think they'll go about fifty fifty . 

You do? 

I r ather think so, yea. 

Well , that would make about - of the notes then we 'd 
bave about seven hundred million of those notes out . 

Yes , that ' s right 

I aean -
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llli, Jr : 
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.:J,Jr: 

B: 

Hlf, Jr: 

B: 

llli,Jt: 

B: 

E;A,Jr : 

B: 

_,_ 
It would make a nice issue. 

I mean, it would be about seven hundred, wouldn't it? 

Seven hundred and fifty or eight hundred , ye1. 

So that would make a pretty nice is~ue? 

Oh, that•5 a nice issue, yes. 

And about a billion bonds? 

That's right. You see there's a little more gravy 1n 
the boniis. 

How muc gravy do you figure? 

Well, I figure about a point gravy, 

One point? 

Yes, and there ' s about half a point in the note, 

I see. 

So there'd be some people who go 1n the bonds 
a little lightly. 

Yes 

And that'll that Will balance off the fellows I 
think that want to go short. 

Well, we've done a little figuring here and figuring 
at the lowest, you see? 

Yes 

- we figured there was a half a point 1n the bonds 

Yes 

- to a point and a quarter 

Yes , ye1 

Bello? 

ADd - on the notes, at the very worst eight tbirtr­
aeconde up to the possibility or - oh, twenty- three 
tbirty-seconds , 

Yea, well , I think that's a fa irly cood range, yea . 
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Is that ebout t he way you figured? 

That's r ight, yes, I' m right in between thase 
• 

I mean, between eight t hirty-seconds and twenty­
three 

Yes 

153 

And on the bonds Georde Heas figured from sixteen 
tb~rty-seconds up to - oh possibly one a hundred 
ana one and a half et the very top. 

Well, you see , I was giving you just the a verage on 
those figure s , real ly . 

And it they went a t t he lowest figures that would be 
enough gravy to pu~ the issue over, wouldn 't it? 

That 1 s right , y~s - yes 

Of course, now l et me ask you this, just - just a 
minute before - I want t o ask Den i f he wants to ask 
anything - just hold on please . Be - Dan is going 
t o talk to you himself . 

Yes 

Bello 

Bello, Dan 

I just wonder if you changed your mind on the-splitting 
the off er ing? 

No , I'd give them fifty per cent of their capit al 
on each . 

On each? 

Yes 

Well , you didn 't want t o last night you t hought you 
might give them fifty on t he bonds - on the notes and 
go up t o the full capital surplus on the 

•ell, I t hink on the whole it is better to do fifty on 
each, 

Well, I agree it ' s better . 

1 tell you I t hink thet if you do it 1! you give 
them a hundred per cent on the bonds they ' l l get an idea 
we ' r e e little nervous about the bonds. 
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Bell: Yes 

B: 

Bel l : 

B: 

Bell : 

B: 

Bell : 

B: 

Bell : 

B: 

Bell: 

B: 

Bell: 

B: 

Bell: 

B: 

Bell: 

B: 

Bell: 

B: 
Bell: 

!Ul,Jr : 

And I t hink that gives t hem plenty ot room - on the 
bonds . That gives them all they want - any r eal 
investor No bank ought to subscribe to any 
issue of bonds 

Yes 

- more than half its c pltal surplus . 

Walt a minute 

(Pause) 

Hello 

We•re not going t o give any interest for the month 
~arch fifteen to April fift een. 

No , you don't need to do that. 

Plenty of gravy there anyhow. 

Plenty of gravy, yes . 

And we give five thousand in full allotment. 

Yes , yes 

0. K. ? 

I think that's right . and require the 
same deposit that you required last tl~e 

That ' s right - cash subscription - other than 
incorporated banks and trust companies will be five per 
cent and all others in full . 

Yes, yes 

Same as l~st time? 

Yes, that's right . 

O. K. 

Yes 

Just a moment 

Well, now, Burgess, do you t hink I ought t o check with 
yo~ once. ~orei I can 't see t he Pre!l dent until twelve 
t h1rty th1s morning. 
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Well, I don ' t think we need tc . 
is any change I'll call you. 
check 

I tell you, if tb ere 
Unless you want to 

) 55 

Well , why dan• t I - I 1ll check with you once more 
at eleven-thirty sharp. 

All right , sir 

How is that? 

Very good 

I'll check with you once more at eleven thirty. 

First rate 

All right 

All right, sir, it' s going to be a success 

What's that? 

It's going to be a success . 

I hop.a so . I'm superstitious. I 

You •ve got your fingers crossed 

Always 

? 

Well , there's only one thing in the evidence here t his 
morning that is at all adverse . 

Yes 

Somebody called me up about the Federal Advisory Council 
statement, you ialo'~< , about raising reserve requirements? 

Yes 

But I don't think many people .will even notice that . 

I don't ev3n tl1ink they know it exists. 

No, I don't" either . And so th&t after all last 
year they were recomm~ding sales to the Government by 
the system. 

Dau says that they -!lave been taken over by the Liberty 
League . 
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(Laughter) Well, at any rate I don't t hink it'll 
bothar you much . 

I 1 l l tell you a good s tory , yesterday at Cabinet the 
Army wanted two hundred &nd fifty thousand dollar s for 
somet hing or other and the President sai d , •Do you 
suppose we can find it - ····· ' 

Probably for lead pencils fo~ General Haygood . 

Something like that 

(Laughter) 

No, we ' re getting him a loud speaker . 

(Laughter) 

So I said , •Well, Wr . President, I 'd be afraid t o say 
no to t he Army after what's happened in Japan tbat 
they might have me sbot' . 

Yes, - yes 

So 

Well, they wouldn' t shoot you with those two f l ags 
standing beside you t here . 

Well, that ' s something . 

(Laught er) That ' s a good point , you know. 

Yes, well, all right, I' ll call you at eleven t hirty. 

Very good 

Goodbye 

Secretary 

Burgess , I forgot to ask you just a lit tle detail -

Yes 
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As I remember it you got a hundred and how maDJ million of 
those notes in the system? 

A hundred and thirty-two 

A hundred and thirty-two? 

Yes 
An4 what are you going t o do nth them? 
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We 1 re going to t ake f1 fty million in bonds and 'the res t 
in notes . 

Fifty in bonds - ? 

- The rest in notes , yes . 

The rest in notes? 

VIe f ixed it up at our meeting - and the board has just 
approved it . 

Fifty in bonds and the rest in notes? 

Yes 

You 're not going to l e t any of them run off? 

Ho 

You want to sell anything - this morning? 

(Laughter) No 

(Laughter) Vlbat? 

I society , now, you knov1? 

Vlhat ' s that? 

There ' s a joker in the law 

What's that? 

The '-

Oh, you can't sell t o us? 

You can ' t do anything except with the new Open Market 
Committee, you know . 

Well, wait a minute 

I ' m out of the picture 

Wait a minut e , wait a. mi.nute , wait a minut e I t ' s 
t he twenty- eighth - it ' s the twenty-nint h of Februar y . 

Wel l , I can do something t his mor ning, yes . 

(Laught er ) 

But Jus t a few hours , you lrnow, befor e the bus iness .._ 
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It's a l.l r ight , we ' ve got an hour and ten llinutes . 

(Laughter ) I' 11 try to think up something . 

o. K. All right 

Right 

Goodbye . 
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Saturday 
February 29, 1936 

liM, Jr: Hello 
II'. R. 
Burgess: Hello, sir 

HK,Jr: Well, Burgess, what's your last thought? 

B: All ' s well on the Rialto, no change. 

EIU, Jr : On the Rialto no change? 

B: No change on the Rialto, no. 

HU,Jr: Well, we •ve had a slight change up here 

B: Yes 

HU ,Jr : I've gone a little conservative on you . 

B: Yes 

H11, Jr: I t hink I'll make it six hundred notes and six-fifty 
bonds. 

B: Oh well, well , well, well, well 

HM,Jr: What? 

B: Well, well, well, well, well 

HU,Jr: Yes 

B: I don ' t think you need to, you know? 

HY,Jr: I know, but you fellows down there, you get so entousiatic 
and get carried away by this New Deal 

B: 

Hll,Jr: 

B: 

H!I1 Jr: 

B: 

HM, Jr : 

By Jove, it's a delight to hear a Secretary of the Treasury 
talk tl~t way. They usually tell us we're we're too 
damned conservative. 

llo - but 

(Laughter) 

You no, the street down there 
quickly for me . 

Yes , yes - yes 

they changed too 

And I told some of these smart boys a month ago I could 
bave gooe dom on my hanCls and knees and asked to bu7 
two aDd seven- eighths under par they'd 1buab up the11' 
n.,se at me . 
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Yes , yes 

Now today., it ' s all the other way . 

Yes, yes 

And I I'd just as soon play a little bi t on the 
safe side I thi nk. 

\',ell , I ' m not going t o fight you. I don ' t think it 
makes very much difference . 

No the , t he only thi ng is it ' s just a little bit 
more insurance 

You can get away with the other 
we ' re giving them a pretty good 
a nice rich ofnlring anywe,y. 

all right , but - but 
a pretty nice -

Yes Weli, I feel a littl e bit happier about it 
and as I said I never went down in the duaps the way 
they do and I'm not riding quite as high es they are 
now. 

Yes, yes 

So I think I ' ll be just a little bit more conservativ~ 
in the street for once . 

All right, sir, I won't attempt to dissuade you. 

All right , Uow , I'm going over t o s ee the President 
in a l i ttle whilP and then about one o ' clock ~e 1 11 put 
t his stuff on the wire. 

Yes , yes 

Very much obliged and I feel things are all right, but 
we'll know Uonday night . 

Yes - is Dan Bell with you? 

Yes, he is , want to talk - ? 

Yay I talk with htm? I ' ve got a little pi ece of house­
keeping to do . 

Please 

Bello 

Den? 

Bell: Yes 

• 
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Bell: 
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A few of these privrte banks in New York, Korgan•s 
and Brown Brothers and one or two others sometimes 
get subscriptions from their customers. Now they 're 
doing of course a regular ban.king business 

(Interrupt ion by operator) 

Hello? 

Bello? 

Yes 

Yes 

Of course they do a regular banking business and it's 
a little embarrassing for them t o have to send thet r 
custo~ers around to some other bank . They ' re not in­
corporated bonks and trust compan~es . Now I wondered 
if we couldn ' t take subscriptions from customers fro~ 
these fellows on the same basis as we would from the 
incorporated banks and trust co~panies? 
from private - from private bankers whom the Super­
intendent of the State of New York has authorized to 
transact a b&nking business , you know? 

Yes 

And which 
tendent. 
we did it 

are supervised and examined by the Super in­
I think we ought to have a note on it before 
but I think it's the sensible thing to do. 

~ell , wouldn ' t we have to change our Circular? 

Oh, no , no don 't change the Circular at ell, just 
drop us a note authori zing us to accept the subscriptions 
from cus~~mer s from these fellows - on the 
same basis as though they were an incorporated bank or 
trust company . 

Wouldn 't we have t o give every Federa l Reserve Bank the 
same notice? 

No, I don't think ~o . They don 1 t have private bankers 
in the same sense as we have. 

That that would be amending the circular i .n a sense 
by a private note to you. 

Yes, it would be dealing ~tb a case whict. really isn't 
provided for in the Ci~culsr . They aren' t - they' re 
treated just like a business corporation, you see? 

Yes, well , I I question that , Doct or 
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B: 

Bell : 
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Yes 

- trying to change this procedure w 
for it 1n the next Circular, next ~~~. e ~i&ht provide 

Well 

Is it something that you could handle yourself? 

Ylell , I suppose we could do it advice 
from you. As a matter of fact I think we have once or 
twice our record 
The last time for example the Equit able Life put in ten 
milli on through the - through Uorgan 

Yer 

Now - they ' re doing a banking business for tbem and it ' s 
awkward f or them to r efuse it and it seems stupid for 
the - t o cake it harder for a per son to subscribe who 
happens t o be a customer of a private banking house and 
doing business there . 

Well I think we agreed t o that - agr eed that we're making 
it harder for these people at the time we put in this 
division. 

Yes 

I just hesitate to do nnything like that and UU.sh it 
out the next time. 

Yes , yes , yes 

Don ' t you think we'd better make provision for it the 
next t ime we do our financing? 

Well, it • s awfully hard t o do it in the Circular, I 
think . It ' s a kind of a !lew York problem, because I 
only have a few of these fellows . 

Well then I t hink we ought to put in our Circular giVing 
the ~'ederal Reserve Banks sone lea way. 

Well, that might be done. Thot might be done . Of courso 
we luwe handled special cases by telephone or , oh, o.1e 
way or another , from time to time and I had Logan go 
into it and -

Well, I prefer to let it go along as it is now and then 
the next time we get out our financing let 1 s change it 
in the Circular by giving you as fiscal agent some 

authority . 
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Bell: 
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Yes - That doesn't take care or this - this special 
case or course . 

lo 

No - Well. let me turn it over and I'll talk with you 
llonda;y morning 

All right 

tied up with the issue now. 

All right 

And we can tnke it up then. 

Fine 

First rate 

Thank you. 

J63 
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Saturday 
February 29, 19.36 1S4 

t!.lliam 
Phillips : Chenn -

Hloi ,Jr: Yes 

P: - letter that I spoke to you yesterday about 

RU,Jr: Please 

P: "Department 1n the light of conversations with RFC 
and Treasury Officials feels that interested Chinese 
officialdom should be discourag~d from ente~taining 
expectation of reinstatement of cancelled portion of 
cotton and wheat credit. Chenn will presumably be 
permitted to raise any questions and make any in­
quiries which his Gov~rnment may wish to put forward , 
but it would be neither to t his Government's nor to 
the Chinese Gover~ent's advantage for him to arrive 
here with pr econceived expectation of success in 
seeking loans or credits. Such questions as possible 
remi~sion of schedules of payments on outstanding ob­
ligations will perhaps be accept able of discussion 
wi~h pqssibil ity of progre~s within limits. Also 
this Government wi l l be disposed t o raise questions 
relating to plans for liquidating by the Chinese 
Government of that Government ' s obligations to Ameri-

Hll, Jr: 

P: 

Hli ,Jr : 

P: 

Hli,Jr: 

P: 

Hli,Jr: 

P: 

H!I , Jr : 

can creditors. In brief, Chenn should come " 

Pardon me, that l ast sentence . I - I 1m very strongly 
opposed to that . 

You're opposed t o that? 

Yes 

- Raising plans for liquidating by the Chinese - of 
that Gover~ent • s obligations? 

Yes, well, this Government yes, very much 
so . Now, I mean, I was very much upset, the last time 
when Hornbeck brought up t his question about the Conti­
nental Bank a.nd the Pacific - that Pacific thing. 

Oh, yes 

And I discussed that with t he President and the Prest­
dent was just as upset as I was. 

I see . 

Now, I ' m just on the way to the White House-. it ' s 
awtully bard to do this on the telephone. I'o muc'tl 
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P: 

HK, Jr : 

P: 

m.t , Jr : 

P: 

.i.ll, Jr : 

P· 

IIJ.I ,Jr : 

P: 

m.t , Jr : 

p : •. 

HK, Jr : 

P: 

iili,Jr : 

P: 

illi , Jr : 

P: 

HU, Jr : 

P: 

Hll , Jr : 

- 2-

rather let it go until Monday . 

He' s sailing in the very early days of r.tarch . 

Well , he isn' t he's post poned his t rip . 

All right 

But I I ' d like to hnve this out and I ' d like to 
have Hornbeck present. 

Yes 

Because, &s I understand i t he raised it at that time 
and I took it up I only heard about it a mont h 
afterwards . 

Yes 

165 

And J very distinctly don' t want t oraise private debts 
whi ch were incurred by another Government of China 

Yes 

And I know the Pres i dent doesn 't. 

Well, of course that could be omitted perfectly wel l . 

Wel l , I - l;' d much rather , 1f you don ' t mind , Bill 
sitti ng down rlth you Uonday and with Hornbeck and iet ' s 
have it out befor e the man comes over here . 

Yes , wel l , supposing I send Hornbeck over? I ' ve got to 
go to go away to a funeral on Yonday . 

Vlell, I ' d much rather have you than be or have i t -
I'll come over and see Mr . Bull? 

Yes 

There's no use of Hornbeck and my seeing each because we 
wouldn't agree . 

Yes 

But I would be del ighted t o come over and see llr. Hull 
Monday . 

All right al l right , I ' ll - I'll see to that - that 
Mr. Hull arranges t hat . I!ll tell him. 

Will you? 
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P: 

IU(,Jr: 

P: 

FC.I ,Jr: 

P: 

-J-

Ye• 

.&114 will you hold it until then? 

Hold it until then, yes . 

Tb you very much. 

Yes, Goodbye . 

.. 
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